





Packard Patrician ‘400’—the most advanced, most exciting motor car in the world 


ake a look at a §15000000 car! 


What you see here is a symbol of what it takes 
to keep ahead of the automotive parade. 


For this is more than a new model—it’s a 
daring new concept of everything a years-ahead 
motor car should be! 


Together with eight other exciting new ’51 


Packards, it represents an outlay of $15,000,000. * 


Value note: By all means, drive this trend- 
setting car! You'll come to a double conclusion: 


1) Never has Packard money bought so much 
advanced quality, and 


2) neither has yours! 


*Financial note: Every penny of this expenditure came 
from earnings retained in the business. This major 
Packard purchase is “‘free and clear.” 


It’s more than a car....it’s a 


PACKARD 


— the one for ’51! 


ASK THE MAN WHO OWNS ONE 
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Go into any store and say that 
to a salesman, and it usually 





makes his job much easier—lets 
him reach right away for the 
product with the highest price. 

That’s because quality and 
price do run fairly parallel for 
most things you buy. 

But when it comes to securi- 
ties, “the best” is a much bigger 
problem. 

Because you just can’t judge 
any security by the price tag 
alone, and “the best’ stocks for 
any objective usually come in all 
shapes and sizes. 

Whether you invest for safety, 
for liberal income, or for price 
appreciation, there’s an extremely 
wide range of stocks and prices 
for you to select from. And very 
often a stock selling for $30 a 
share can offer you the same in- 
vestment values as one selling for 
twice as much—or more. 

So next time you come shop- 
ping at Merrill Lynch for securi- 
ties, remember: The best always 
depends on your present posi- 
tion, your available funds, what 
you want most in a stock. We 
can probably show you several 
that suit your purpose. 

Unless, of course, by “best” you 
mean service. When it comes to 
that, we'll see that you get our 
best. You won’t have to ask. 

Department SF-67 


MEerRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 98 Cities 
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The Trend of Events 


EPT MUDDLE .. . The sound and fury which char- 
acterizes the debate over an excess profits tax has 
served only to delay passage of the interim tax bill 
critically needed as the first major weapon against 
advancing inflation. Such delay cannot be excused 
by any claim that addition of EPT to the interim bill 
Is more important than prompt passage of the bill 
itself. One cannot help feeling that the EPT drive 
in the House is tied closely to the forthcoming elec- 
tions. The idea seems to be to make passage of an 
EPT measure this fall a “must” proposal because it’s 
regarded as politically popular with the folks back 
home. “Draft the dollars as well as the men”, is the 
slogan, and this is what makes EPT such a touchy 
issue. Additionally, the powerful drive is sparked by 
the argument that such a levy would help check 
profiteering and inflation. 

Perhaps mobilization and prize stabilization pro- 
grams require an EPT but these programs will also 
require heavier personal and corporate income taxes, 
not to mention new excise taxes. They will further 
call for preventive actions in various fields which can 
reduce the job to be done by taxes. 

_ But if we have to revive EPT, let’s see to it that 
it will be a better measure 


in no mood to accept restraints so long as excess prof- 
its are immune. But there is need for common sense 
definition of just what excess profits are. And there is 
also need to realize that an EPT law, poorly written, 
could fan the fires of inflation far more than it would 
quench them. 

In this respect, EPT already seems to cast its 
shadow ahead, for corporations subject to EPT are 
apt to show far less resistance to wage increases. 
Both sides can argue that higher wages cost em- 
pioyers little, since the bulk of the added pay cost 
will come out of EPT. This goes far to explain labor’s 
enthusiasm for such a tax; it may also explain in 
part the lack of resistance to the current wage drive. 

And EPT, of course, makes for less efficiency in 
production—as was amply demonstrated during the 
last war—since there is little point in stressing effi- 
ciency of operations merely to pay heavier taxes out 
of resultant greater profits. Declining efficiency in 
turn adds to costs, and higher production costs again 
aid inflation. It does the latter in another way: Once 
a corporation’s earnings reach the EPT bracket, 
there is little incentive to produce and sell more. De- 
clining production in turn makes for shortages, and 

shortages push up prices. 





than last time, one that at least 
tries to remove some of the in- 
equities that necessarily go 
with any such tax, and one 
that will reduce the loss in effi- 
ciency that inevitably accom- 
panies any measure that deals 
a blow to incentive. The nation 
8m no mood to tolerate prof- 
iteering on the home front; 
wage and salary earners are 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained 
“What's Ahead for Business?” 
regular feature represents a_ valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


Anyway one looks at it, the 
argument for an EPT as an 
anti-inflationary weapon holds 
little water. If, then, EPT is 
to be enacted because it is re- 
garded a political ‘“‘must’, let’s 
at least have a sensible bill 
that minimizes the inherent 
disadvantages of such a levy. 
If that cannot be done, it 
would be much better to raise 


in our column 
This 
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straight income taxes somewhat further, that is 
taxes that curtail demand, not production. For pro- 
duction is the best antidote for inflation; anything 
that lowers production is inflationary. Anything that 
curbs spending is deflationary. The EPT is not work- 
ing that way; it’s working just the other way round. 

Perhaps that is why the President so far has been 
reluctant to fall in with the EPT drive in Congress. 
If we are ultimately to have it, let it be clear to what 
extent EPT should be primarily a revenue raiser and 
to what extent an anti-profiteering measure. But let’s 
not sell it to the people as an anti-inflation measure— 
something it never will be and can be. 


IT’S AN ILL WIND .. . Korea and all it implies has 
been a great shock to the nation but it also has just 
about solved the country’s farm problem—at a time 
when it was getting really tough. Before Korea, crop 
prices were headed downward; now they have been 
rising strongly. No longer do you hear of “‘burden- 
some surpluses”; instead the experts applaud our 
“valuable reserves.” We continue to support major 
crops at 90% of parity and there is nary a word of 
criticism. The thought of crop restrictions is dwin- 
dling rapidly. The Brannan Plan has been swept into 
a corner. 

Just consider what happened to cotton. Thanks to 
a short crop this year and the outbreak of fighting 
in Korea, the Government may be able to dispose of 
its costly surplus stocks entirely this year, and may 
even be able to avoid the necessity of supporting the 
price of the 1950 crop, since chances are that the 
short production can be fully marketed through reg- 
ular private channels. 

Just before Korea, the Government held 3.3 mil- 
lion bales of cotton from the 1948 crop and had 
made loans on 3.2 million bales of the 1949 crop, a 
total of 6.5 million bales. What’s more, it appeared 
that the price of the staple could be maintained only 
through continued overloading of Government ware- 
houses through purchases of cotton under price sup- 
ports and through loans to growers. Now the outlook 
is radically changed. When war erupted, the rush 
was on to acquire cotton for use in military clothing 
and equipment, and for stepping up civilian produc- 
tion in anticipation of an acute shortage of goods. To 
get what they wanted, buyers had to go to the Com- 
modity Credit Corporation, and by now the situation 
has turned for one of glut to one of virtual tightness. 
However, no thanks to our farm policy; it was war 
that changed the situation. 

As a result of higher prices, there will be about 
$1.4 billion more net income coming to farmers than 
earlier estimates allowed, according to the Bureau of 
Agricultural Economics. Cash farm income (gross) 
this year should total about $27.5 billion, within 2% 
of last year. That makes the farm market bigger 
than it was oniy a few months ago, and it was quite 
sizeable then. Just how big, was neatly demonstrated 
by the recent scare buying wave, when warehouses 
and sales rooms of agricultural machinery dealers 
were swiftly cleaned out. The farm market, we opine, 
will remain good if only because farm income is 
bound to remain high. 


THE SPANISH LOAN ... It seems to us that the im- 
passe between Congress and the Administration on 
the subject of a loan to Spain is rather incongruous, 









all the more since it has been allowed to become a 7 
political issue which in the current state of world ~ 
affairs it should not be. 

Everyone is aware of the pro and con argument: 
in the case but we believe that Congress showed good | 
common sense in directing ECA to arrange a $62.5 | 
million loan to Franco’s Government. We know that 
the military, for vital strategic reasons, is all in favor 
of it; and we feel that the Administration’s re- 
sistance to the idea, largely resting on ideological 
reasons, lacks realism and rests on dubious grounds, | 
A Government which cheerfully sent many billions ~ 
in aid to the Soviets and is now making its third loan 
to Tito—neither of them noted for their admiration | 
of the American system—is acting strangely when it | 


balks at Franco on the grounds that he is not one of | ’ 
us. di 
From a purely business standpoint, Spain probably | tk 
is not a particularly good risk for a dollar loan be- tk 
cause her dollar earnings—out of which the loan must bi 
be repaid—are limited. But the same is true of Yugo- 01 
slavia and a good many other countries to whom we re 
have lent a helping hand. th 
Spain however is of vital strategic importance for b 
the defense of Western Europe, a consideration that T 
probably bulked large in congressional decisions in p 
the matter. She doubtless could put the money to m 
uses advantageous to the Western powers. Should ti 
the Russians ever overrun Western Europe, Spain di 
might be our only remaining toehold, the only ram- W 
part against complete loss of Europe. This is widely - 
recognized by the military whose task it would be al 
to organize and carry out the defense of Europe. if 
It should also be recognized by those who un- b 
realistically oppose financial aid to Spain because de 
they are out of sympathy with a dictator of dubious al 
record and past affiliations. The realities of the state re 
of world affairs today, rather than lingering sensi- Ir 
bilities harking back to the past should in our view lu 
determine our actions. — a 
The Spanish loan issue, it would seem, has so far g1 
been fought out largely on the level of pressure oh 
groups. It should be weighed on its merits instead, Wl 
and if that is done, we are sure that the nation will a 
gain more from it than opponents of the loan stand aie 
to lose by a little backtracking. : 
CONSUMER CREDIT .. . When the Federal Reserve of 
Board recently revived its war-time consumer credit |. 
regulations, it was obvious that its intention was far m 
from anything like administering a knock-out to re- Ww 
tail sales. In the light of the inflationary threat, the 3C 
new terms seem not only reasonable, but very mild- Sa 
far less restrictive than those applied for a time dur- lg 
ing the later months of World War II. In fact our al 
guess is that they will impede instalment sales rela- th 
tively little. th 
The reasonableness of the Board’s initial action ha 
can mean two things: (1) Either that the Board re- th 
gards the inflationary threat as relatively moderate; ag 


or (2) It wants to go easy at first, with sharper 
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crackdowns to come later. St 
We believe that point two is the greater likelihood. 

The new terms are of course subject to change at any } 
time. The Board itself indicated its doubt whether so 
they will prevent further expansion in consumer | 
credit which recently passed the $20 billion mark. os 
——— san .Of 
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As. J See Jt! 


BY ROBERT GUISE 


CONFERENCE AT THE WALDORF 


~ 

Fines separate and conflicting plans for par- 
tial rearmament of Western Germany have been 
discussed by the foreign ministers of the West at 
their conference in New York. That in doing so, 
they have encountered difficulties is not surprising 
but was expected. After all, rearming Germany is 
one of the most ticklish subjects in international 
relations but it is also one 
that must be resolved on the 
basis of a calculated risk. 
The logic of the American 
position—that Western Ger- 
many should be_ allowed 
troops organized in regular 
divisions, integrated into a 
Western European command 
— appears perfectly sound 
and ultimately must prevail 
if European defense is to 
be more than a mere paper 
defense. Whatever  reluct- 
ance there may be to see a 
revival of a German army 
in any form—and such re- 
luctance is psychologically 
quite understandable—should 
give way to more realistic 
thinking, for the scope and 
urgency of the Russian men- 
ace makes it impossible to 
regard the unarmed state of 
Western Germany anything 
but a weak spot in the armor 
of the West. 

Europe’s defense  arith- 
metic is really simple: The 
western powers have about 
30 divisions; Russia and her 
satellites between 170 and 
180 divisions in Europe 
alone. Winston Churchill told 
the British parliament that 
the western allies should 
have at least 80 divisions on 





“TO REARM OR NOT TO REARM, 
THAT IS THE QUESTION” 





would like to see a growing German army while 
much of their own forces are still engaged in the 
Far East. But the latter also shows up the weakness 
of the West in Europe regardless of Germany, and 
serves to emphasize the need to build up western 
strength quickly. It is precisely the urgency of this 
need for arming Western Europe to the fullest ex- 
tent that makes Germany’s 
participation so _ essential. 
The West cannot afford to 
bicker too long about sus- 
ceptibilities or details before 
matching the actuality of an 
East German force with an- 
other on its own side of the 
Elbe. 

The simple fact is that 
our strategic position will 
remain intolerable as long as 
there is no real defense in 
Western Europe, and such a 
defense does not now exist 
and admittedly cannot be 
created without participation 
of Western Germany. The 
American viewpoint fully 
recognizes this. The British 
and French oppose it. Their 
attitude is understandable 
but wholly unrealistic, for 
they must recognize that 
leaving Western Germany 
unarmed will place the west- 
ern line of defense not at 
the Elbe but back at the 
Rhine. France, not Germany, 
will be the battlefield. And 
it means that the West pre- 
fers risking a_ sovietized 
Germany to a rearmed one. 

The Soviet army today 
could march through Ger- 
many and into France with- 
out difficulty ; if the Germans 








the western front to discour- 
age Soviet attack including 
eight to ten German divisions; but present plans 
call for less than one third of that strength by 1953. 
Shall it be another case of “too little and too late?” 

The British and French have contended, with 
some logic, that unless there is enough military 
equipment to arm the whole Atlantic alliance force 
to full strength immediately, supplies going to Ger- 
many would merely slow the rate of rearmament 
of the other western nations. Moreover and quite 
understandably, neither the British nor the French 
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Messner in The Rochester Times-Union 


are unable to defend them- 
selves, the allies may find 
themselves driven from most of Europe in short 
order in case of Soviet attack. The French know 
that; so do the British and the other western Euro- 
pean nations. This being so, it is perhaps not too 
far-fetched to see in Western European reluctance 
to consent to German rearmament—apart from dis- 
trust of Germany—also a lingering of the “‘neutrality 
psychology” that has been quite prominent since the 
cold war, and an attitude born from fear of pro- 
voking Russia rather (Please turn to page 698) 
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Market Reappraising Changing Economy 


The market has risen further on inflation sentiment and better Korean war news. However, 


the ultimate war contingencies remain no less uncertain; and so do the vital details of tax 


revision. Some lines of business could slacken before large defense spending develops. Hold 


substantially invested positions, as heretofore advised. Do not add to them at present. 


By A. T. 


ie | he market scored a substantial further 
rise since our last previous analysis was written, 
due to the development of fresh demand and rising 
trading volume in the Stock Exchange week ended 
September 15, following about a 10-day stalemate 
in average stock prices. A generally encouraging 
performance has continued up to our press time. As 
usual, a number of factors are influential. One is 
rising inflation sentiment. Another is decidedly bet- 
ter — but by no means decisive — news from the 
Korean war fronts. A third is that a market up- 
swing this vigorous tends to some extent to feed 
on itself, inciting new demand, especially on the 
part of speculative buyers, merely by demonstrating 
the ability to rise above a supply level of presumed 


MILLER 


technical significance: in this case the May-June 
pre-Korean-war highs. 

All three of our broad weekly indexes have re- 
corded new highs since 1946. The composite index 
closed last Friday at 159.1. The previous 1949-1950 
high was 153.4, made last May 20. The 1946 high 
was 191.7. The index of 100 low-priced stocks 
reached 188.9, compared with a May 20 high of 
183.93 and with the peak of 247.97 in 1946. The 
more sluggish index of 100 high-priced stocks rose 
to 99.05. The pre-Korea high was 96.03, recorded 
June 10; and the 1946 high was 112.55. 

The Dow-Jones industrial average has not quite 
recovered to its June high of 228.38, now standing 
at 225.85. Because of the limited number of stocks 

included in it—mostly prominent, old- 
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line “peace stocks’—the average has 
long since ceased to be a reliable indi- 
cator of the actual level of the general 
market, as more and more people have 
begun to realize. Measured against the 
1946 highs, or other older highs, the 
Dow average greatly over-states the 
general market level. On the other hand, 
it is ill-equipped to reflect the strength 
in “war baby” stocks and tax-favored 
stocks, which is most largely respon- 
sible for pushing the broad indexes to 
new highs for the rise begun in June. 
1949. If this rise goes further, as is 
readily possible if there are no unduly 
disturbing foreign developments, the 
Dow average probably will “tag along”, 
rather than lead it, which is just the 
reverse of the situation prevailing on 
the advance from the 1950 low to the 


100 pre-Korea high. 
95 Rails At New High 
30 Because a favorable EPT status is 
assumed, under a return-on-capital op- 
as tion, the Dow rail average has forged 
ahead to another new 1949-1950 high 
80 of 66.87, the best level since the 1946 
bull-market high of 68.31. On the other 
- hand, the rallying tendencies in public 
utility stocks remain unimpressive. In 
. general, the market has become con- 
SEPT. siderably less selective than it was dur- | 


ing earlier weeks of the post-Korea rise, 
with more groups recently showing s12- 
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able week-to-week gains. It 
has also become more sp7c- 
ulative, with demand for 
low-priced stocks outrun- |'*° 
ning that for high-priced |, 
stocks. Because of this, and : 
because of the shift in |'!5°F 
demand to  war-and-tax- | 140 
favored stocks — which, | ,,, 
despite exceptions, run 
heavily to secondary and 
speculative issues—the mar- 
ket has probably become 
more vulnerable to reaction 
in the event of surprising 
bad foreign news; or in the 
event that EPT takes lines 
not allowed for in present 
assumptions. 

At this writing the sig- 
nificance of the new mili- |'8° 
tary situation in Korea 
cannot be safely inter- | % 
preted. If the problem con- | 
sists entirely of defeating 
the present North Korean | 55 
forces which are threatened 
with being cut off, and of 
dominating the country up | y 
to the 38th parallel, its 
solution might possibly be 
near. However, there is no 
certainty about it, even if 
the Russian refrain from 
doing any more than pro- 
viding materiel and coun- 
sel, as they have done up 
to now. 

There are several possibilities. One is that large 
Chinese Communist forces will move into the fight- 
ing. That probably would mean a major Asiatic war, 
which Russia might or might not care to risk at 
this stage. Another is that Russian forces might 
reoccupy Northern Korea, assuring continued divi- 
sion of the country. Another is that the Russians, 
rather than risk spreading war, might leave the 
North Koreans to shift for themselves, in which case 
United Nations forces could perhaps occupy the 
whole country. This seems unlikely, with either the 
first or second possibility more logical if the Rus- 
sians are to:save face or prevent the U. S. from 
gaining a great deal of face. 

An end of the Korean war, either with U. N. 
occupation of the whole country or with the prospect 
of an indefinite stalemate at the 38th parallel, would 
tend temporarily to reduce inflationary pressures to 
some extent, since they are largely psychological 
and anticipatory, by giving us at least some breath- 
ing spell. As now projected, the added arms outlays 
will not be large enough to have an important direct 
inflationary impact on the economy before well into 
the second quarter of 1951. If we get involved in a 
Chinese war, the long-term implications become de- 
cidedly inflationary; but all-out economic controls 
would be certain, with little delay, after the Con- 
gressional elections. 
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The Tax Uncertainty 


The mood of Congress appears to assure an excess 
profits tax effective retroactively at least to October 
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1 of this year, and possibly to July 1. In that event, 
previous estimates of 1950 corporate earnings, col- 
lective and individual, are subject to considerable 
revision. No one can now foresee what the terms of 
EPT will be. Improbable as it may seem, there is 
some opinion in Washington that, when the com- 
plexities and inequities of EPT get calmer attention 
after the elections, Congress might swing to the idea 
of a straight, but stiff, boost in the regular corporate 
tax rate, with part of it labeled a “war profits tax” 
for political effect. Should this happen, the recent 
pattern of market selectivity would be revised dras- 
tically. Again, an EPT might possibly be written in 
such a way that it would prevent any industry from 
having a tax-favored position merely because of the 
happenstance, as in the case of railroads, of a heavy 
invested capital base and a low return thereon, even 
with high share earnings. 

Changes in the economy will be small and gradual! 
for some time; but quicken in due course. Industry 
does not know what to expect, for the Brass Hats 
have not made up their own minds what to buy and 
how much. Thus, private guesses as to the steel that 
will be required for armaments range all the wav 
from 4 million tons a year to 12 million. The Presi- 
dent has forecast that arms spending will reach an 
annual rate of $30 billion by the end of next June, 
and will be much higher later on. The Joint Chiefs 
of Staff are planning a program estimated to cost 
$40 billion a year, presumably exclusive of aid to 
Allies. This would be inflationary enough to require 
imposition of drastic controls, precluding much 
semblance of “business (Please turn to page 698) 
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WAR BABIES vs. 


’ 

(( the stock market, in terms of most 
Averages, is back almost to where it was before 
Korea, it’s nevertheless as very different market as 
we know. Emphasis has shifted from peace boom 
to war boom. Some stock groups previously in the 
limelight because of their excellent peace time pros- 
pects are no longer favorites. Others, largely ne- 
glected in pre-Korean markets, are now doing quite 
well, their strength reflecting what is regarded their 
superior war production prospects. 

This reversal, resulting in a new pattern of se- 
lectivity, has been a natural development despite 
the fact that it is still rather difficult to draw an 
exact line between war and peace groups, or develop 
firm convictions which industries will benefit or lose, 
and to what extent, under prospective conditions 
of a semi-war economy. While chief controlling fac- 
tors have been the demands and impacts of war 
production and of higher taxes, the market in either 
respect has been largely groping if only because it 
is far too early to arrive at definite conclusions. 
Because of these uncertainties, and until they are 
clarified, the market must necessarily remain in the 
phase of adjustment that has characterized trading 
ever since the post-Korean recovery move got under 
way. 

Essentially of course, war is no boon to business 
and relatively few companies will earn as much in 
a war economy as in time of peace. Our productive 
facilities have already been operating at virtual 
capacity, thus no great upsurge of activity in basic 
industries is possible. And since output for war can 
be achieved only by decreasing output for civilian 
consumption in lines making substantial claims on 
critical materials, it is not difficult to draw at least 
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PEACE STOCKS 


By WARD GATES 


tentative conclusions as to the effect upon earnings, 
aggravated moreover by higher taxes and prospec- 
tive EPT. 

It may be a different story for companies which 
haven’t done particularly well under peace time 
conditions and possess a certain war production 
potential. They may be able for the first time to 
operate at peak capacity and, moreover, they may 
get off relatively lightly when EPT is imposed. But 
in this category, too, there are a good many im- 
ponderables difficult to evaluate. Latterly this has 
been increasingly recognized and some of the “war 
babies” which had made big gains, have met a good 
deal of profit taking. Previously depressed peace 
stocks, on the other hand, have regained a good deal 
of their initial losses. 


Cross Currents in Post-Korean Markets 


The rails have been one of the outstanding ex- 
ceptions in that they have forged ahead vigorously 
and almost uninterruptedly even when the general 
market, including other war stocks, showed signs of 
hesitancy. The reason is well known: The intensified 
arms effort means a larger movement of goods, hence 
rising revenues, and the industry’s EPT exemptions 
on the whole are substantial. All of which should 
add up to a marked improvement in the earnings 
picture. 

Stocks of airplane manufacturers and shipbuild- 
ing concerns have been doing well in anticipation or 
upon actual receipt of sizeable Government business. 
The rail equipment industry, not so long ago in the 
doldrums, has been getting substantial orders—with 
more to come as the railroads are getting set for 
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heavier traffic. The market has been wavering, until 
more recently, as to oils and steels, but latterly has 
come to recognize that both industries have many 
advantages under semi-war conditions. Coal stocks 
have been rising with the demand for coal. It was 
also remembered that EPT of oil and coal companies 
during the last war averaged only some 7% of net 
before taxes, whereas it ran as high as 50% for 
some electrical and industrial machinery companies. 
All of which produced pronounced cross currents in 
the market. 

Since autos and building have been the two main 
props of the postwar boom, it was but natural that 
the market took a dim view of their outlook in a war 
economy. They will be hardest hit by restrictions, 
it is thought, and earnings are bound to fall off with 
volume. In the case of autos, the prospects of com- 
pensatory war orders looks not too bright. More- 
over, the industry’s EPT exemption is only average 
though invested capital in some cases has more than 
doubled in recent years. And while eventually there 
may be military orders, this kind of business isn’t 
nearly as profitable as normal production. 

Finance company shares have been hit by fear of 
restrictions both on instalment credit and on goods 
they might finance,—and they can hardly convert to 
war production. Credit curbs, though mild, have 
meanwhile materialized, proving that initial fears 
in this respect have been exaggerated. And there 


has as yet been no slowing down in the output of 
durable consumer goods which these companies 
mostly finance. Yet finance stocks remain under a 
cloud despite high current and prospective medium 
term earnings on the theory that sharper impacts 
may still follow. 

Building shares have been depressed on the theory 
that the industry ultimately will lose a good deal of 
civilian business without the prospect of getting 
much Government business. As it now looks, this 
reasoning may prove correct. It is also remembered 
that building materials companies had heavy ex- 
penses converting to war goods last time and made 
less profits than on regular output. Moreover, there 
are higher taxes to consider. 

The latter—taxes—has been the main factor in de- 
pressing drug and chemical growth companies, at a 
disadvantage when it comes to EPT. Utilities have 
been lagging because they have only moderate EPT 
protection and are under the shadow of rising costs 
which may squeeze profits. 

Considerations such as these, though some of them 
may not prove valid in the end, have produced wide 
variations in movements among various types of 
stocks. Selling in some issues has undoubtedly been 
overdone and in part this has been corrected by 
subsequent recovery, just as initial over-enthusiasm 
about some “war babies” has meanwhile lost a good 
deal of its luster. (Please turn to page 691) 


















































Price Movements Since Korea 
i aa F Percentage 
Pre Korean Post Change of Recent 
1950 Range Korean Decline Korean Recent Price from pre- 
= __High low _ Price Low High Price Korean Level 
TWENTY WAR STOCKS: 
Aluminum Co. of Amer. 6442-5142 6012 54% 6412 642 + 66% 
American Car & Fdry....... 3258-22 237% 22'2 3258 30% +28.7 
American Locomotive 18%4-13% 1414 13% 17% 15% + 9.5 
American Woolen ... 35%4-21% 26 23% 35% 3412 +32.6 
Bendix Aviation 52%-3412 43% 41 52% 52% +23.1 
Bethlehem Steel .... 43-30% 38 33 43 41% +10.2 
Boeing Airplane 38 -22% 277% 26% 38 37% +35.8 
Douglas Aircraft . 90%-69 2 772 75% 9036 85 + 96 
Electric Boat . 21%-16 1758 16% 21% 17% + 1.4 
Grumman Aircraft 3558-1854 27 25 3558 3234 +21.3 
Industrial Rayon . 56 -42'2 52% 47\2 55 54% + 3.7 1 
International Nickel ; steee 3414-25 30 27% 34% 33% +-12.9 
Lockheed Aircraft ...... , ee 347-2356 29 28% 34% 33 +13.7 
Mack Trucks 17%-115¢ 15 12% 17% 15% + 1.6 } 
Republic Steel 3936-238 383% 33% 39% 39% +19 
Sperry Corp. 32 -25% 28% 27% 32 30% + 7.3 
United Aircraft 3418-25 28 27% 34% 32 +14.2 
U. S. Steel 39 -25%4 36 31 39 38% + 6.2 
Western Union 37354-1956 30% 25% 37% 34% +14.8 
Westinghouse Airbrake 294-2456 26 2456 29% 2836 + 9.1 
TWENTY PEACE STOCKS: par ia 
American Cyanamid 7632-49 757% 55%e 67 63% —15.9 
American Gas & Elec. 55%4-43% 5258 4334 48 47 —10.7 
Colgate-Palmolive-Peet 4654-375 445% 37% 45 44\2 — 2 
Commercial Credit .. 6732-45 63% 45% 52% 49% —21.8 
Consolidated Edison 3354-26 32 26% 287% 28 —12.5 
—— Can .. vt 415¢-30% 41% 30% 34% 33% —18.7 
ANN Pe 522 Seca citns veacek nective aa tseaey 72%-62 67% 62 66% 651 — 2.4 
Eastman Kodak 4914-40 46 40 45% 44% — 3.6 
Flintkote . : 3334-223 2956 26% 27% 25 —15.6 
General Foods .. 51%4-44V 503 44%, 481 465 — 7A 
General Motors ....... : 99%e-681%4 964 76\2 94% 90% — 59 
oe Deis iuciUra hcadedeetavs 51%-36'2 49 3612 42% 41% —15.8 
erck & Co. eee Bete eens oan er ey eer 63 -3934 59% 46% 52% 5158 —13.2 
Minnesota COLO a | | > ASEAN oo ee Re 1284-94 125% 94 113 108% —13.3 
Montgomery Oo ee 6154-49 57% 49% 55% 56% — 19 
J (LSS) Gory. sey ie AUN AE See ee SOM nMIDRE <n Se eevee 5412-325 49 32% 43% 405 —17.1 
Ruberoid ape ee ere ae ona rs : 61 -43% 58% 442 49 49 —15.8 
Simmons Co. . 33%-242 31% 242 29% 28% — 8.4 
United Fruit oo... 65%-50% 64% 50% 63% 635 —- 9 
U. S. Gypsum 135 -90% 128% 90% 1082 108 —15.7 
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changes since the 
outbreak of the 
Korean war to- 
date have had 
their perhaps 
most dramatic re- 
sults in the labor- 
management field. 
Jumps in the cost 
of living have 
made workers res- 
tive and spurred 
new wage de- 
mands on a wide 
front. In a tight- 
ening labor mar- 
ket, management 
has begun to wor- 
ry about holding 
workers on the 
job when defense orders really start. As a result, 
employers have become more amenable to wage in- 
creases with the primary aim to keep workers happy 
and production going to meet the mounting demand 
for goods at any price. 

As substantial wage hikes have come thick and 
fast, the prospect of avoiding another price-wage 
spiral appears increasingly dim. The stage for it is 
being set right now as fifth round wag’ boosts are 
being rushed to beat any future wage freeze. Yet it 
would be premature to look for either wage or price 
ceilings any time soon. There is every indication 
that the fifth round has official blessing despite the 
problems it creates. Evidently the Administration 
isn’t ready to deal with labor policy at this stage, 
and may not be ready for it for some time. 

Instead, existing wage contracts are being ditched 
before they expire, some only a few months after 
they were signed. As far as labor is concerned, their 
case is simple. Prices, the unions claim, have risen 
consistently since last February without a corre- 
sponding rise in wages, and since Korea they have 
leaped forward alarmingly. Were wage-price con- 
trols imposed now, it would freeze an inequitable 
relationship. 

Hence, they insist, they should be allowed without 
interference to bargain for wage hikes until the 
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In the Making 


By E. A. KRAUSS 


price-wage gap is 
closed. And since in a 
period of rising prices, 
wages inevitably lag 
behind, they also want 
to look to the future. 
To play it safe, they 
not only want to bring 
back wages and prices 
into their pre-Korean 
balance; they want to 
keep wages ahead of prices by a reassuring margin. 
Hence the substantial wage demands which have 
recently made headlines. 

Curiously enough, the wage drive has met far less 
resistance among some employers than might have 
been expected. Some share labor’s interest in making 
wage adjustments now. This is due partly to con- 
viction that prices will rise further, and that they 
can make a better deal bargaining from present 
levels than those likely to prevail some months 
hence. Moreover, skilled labor is getting scarce and 
higher wages are the bait to retain or attract them. 
With a wage freeze in the cards later on, many em- 
ployers would not like to see their wage scale frozen 
at relatively low levels (compared to those of com- 
petitors, for instance) when profitable operations 
depend on getting and holding enough manpower. 

Thus the race has been speeding up. What started 
the ball rolling was General Motors’ five-cent an 
hour cost-of-living adjustment and, even more so, 
Chrysler’s unexpected voluntary boost of 10 cents 
for unskilled, 15 cents an hour for skilled workers. 
Then came Ford with a new agreement some four 
months before the old one expired, providing an im- 
mediate increase of eight cents an hour, improve- 
ments in pensions and insurance, a four cent “pro- 
ductivity increase” every year, plus an escalator 
clause tying wages to the cost-of-living. 


The Big Push in the Automobile Industry 


The move quickly spread; busy making cars, 
Detroit also set about upping wages in short order 
with new agreements progressively announced by 
Packard, Hudson, Kaiser-Frazer, Briggs Manufac- 
turing, Motors Products, Budd Corporation, Midland 
Steel Products, Ainsworth Manufacturing and 
others, as the big push gathered force. The total 
picture was rapidly shaping into a new pre-wage 
control pay pattern that can hardly be confined to 
the automotive industry. 

Hence wage talks are now under way, or soon 
about to begin, in such industries as steel, electrical 
equipment, farm machinery, rubber, glass, textiles 
and other highly unionized fields. The overall pat- 
tern sought may average close to ten cents an hour 
and employers will have a tough time settling for 
less. Should they insist, strikes will become a prob- 
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lem. It would be premature to assume, because of 
smooth going in the auto industry, that the wage 
battle will be settled peacefully. Many a cost-pinched 
concern will find it quite difficult to accede to new 
demands. 

Yet labor shows signs of being rather unyielding. 
Immediate wage boosts are only part of their de- 
mands. More and more, they insist on periodic re- 
opening of wage agreements for adjustment to cost- 
of-living increases. A good example is the new 
contract with the meat packing industry, providing 
automatic re-openings every six months. Escalator 
clauses for adjustment of wages to living costs are 
becoming increasingly popular. 


Flexibility Means Uncertainty 


All of which means that with the future wage 
structure subject to periodic revision, the cost struc- 
ture, too, will remain uncertain, rendering long term 
business deals difficult. If anything, this shows up 
the urgent need for early stabilization of prices 
and living costs. Also Washington will have to get 
a wage policy quickly, or risk a wage run-away or 
widespread strikes. Either is highly undesirable, yet 
the decision appears to have been reached to permit 
a full new round before setting up any real resistance. 

In the steel industry, traditional bellwether when 
it comes to wages and prices, there has been a decep- 
tive quiet for some time but things are now stirring 
with union leaders preparing for wage talks in 
November. Their strategy will be to play up big steel 
company profits no less than higher living costs, in- 
sisting that wages can be raised without price 
increases. The steel makers are likely to argue other- 
wise; yet no-one will be surprised if a substantial 
wage boost is granted without too much trouble, and 
that of course is bound to give prices another up- 
ward push. 

To-date at least, higher wages resulting from re- 
cent wage hikes have found little reflection in in- 
creased prices but such repercussions may not be long 
in coming. Spokesmen for the automobile industry, 
for instance, have made it clear that wage increases 
can only be financed out of increased production, 
through further gains in productivity, or higher sell- 
ing prices. Still under prospective conditions, the 
auto industry and many other makers of consumer 
durable goods, face curtailed rather than bigger out- 
put. And bearing in mind that there has been 
virtually full-scale production in most in- 
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they gain nothing from wage rises if prices follow 
upwards as they inevitably will in a free economy, for 
wages represent the bulk of production costs in many 
industries. To them, therefore, the prospect of rising 
prices is no matter of indifference. 

Labor thus would like to see early and selective 
price controls on items which the working man buys, 
but it also insists on full freedom to bargain for 
higher wages. And should the Government decide to 
impose across-the-board wage-price controls, the un- 
ions insist that wide latitude should be given to cor- 
rect existing “inequities” in pay when workers 
haven’t had recent wages boosts. This approach 
strongly resembles the President’s “flexibility” stand 
on wages and prices recently taken in a statement on 
the Defense Production Act. Not illogically, his crit- 
ics are prone to regard this as a distinct bow to 
organized labor. 

There is of course no such a thing as price ceilings 
without freezing wages, and no wage freeze without 
safeguards against crippling strikes. Neither is in 
sight. Moreover, the control law ties wages to prices 
in particular industries, which is another obstacle to 
effective “flexible” action. “It’s insane,’”’ commented 
Mr. Murray of the Steel Workers Union, “steel 





dustries, and that managements have been 
busy paring costs right along, there is little 
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room for further savings through greater | ”f— 


efficiency of operations. 

Efforts in this direction may nevertheless 
be made but the advantage of a low wage fac- 
tor is once more apparent. As a matter of 
fact, less efficiency in production may be ex- 
pected in the months ahead if the labor supply 
tightens further. To overcome narrowing 
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profit margins, there is already a distinet |'°f- 
tendency towards the upgrading of goods, 
that is greater emphasis on higher-priced 
items which carry higher profit margins. If 
the trends continues, as it likely will, there 
may be a recurrence of a shortage of lower 


AVERAGE HOURLY EARNINGS 160 
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Union leadership of course knows that 
workers lose heavily by higher prices, that 
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workers don’t buy steel.” But while this is true 
enough, they do buy products made of steel. Still this 
example highlights the difficulty in applying “flex- 
ible” controls. For this reason, general controls may 
have to be resorted to, before they are really neces- 
sary on the whole economic front. 


Green Light for Fifth Round 


Meanwhile a full upward turn in wages and prices 
seems to have the green light, the fifth round in the 
last five years, and this prospect is causing no end 
of concern among the inflation-conscious. Even 
though the price uptrend at present seems to be 
leveling off, many think it will be only temporary, 
that the upturn may soon be resumed. The big danger 
comes around yearend when fifth round wage boosts 
will begin to push costs up, quite apart from the 
burden of higher materials prices. This will also be 
the time when defense requirements will begin to 
encroach on civilian production of consumer hard 
goods—all influences which are likely to raise break- 
even points, weaken industry efforts to hold prices 
and thus give the wage-price spiral an extra twist. 

Living costs since Korea are up nearly 3% and 
some figure they will be up a total of 5° by yearend 
unless price ceilings are promptly imposed, an un- 
likely event. Even then, when imposing price and 
wage ceilings, the pattern of the fifth round now 
well underway and spreading rapidly, would have to 
be considered. A great deal of damage has already 
been done which, it is estimated, will carry wages and 
prices up at least 5% to 10%. This of course is pure 
inflation. 

It should be remembered that higher wages con- 
tribute directly to spendable income, as does the 
steadily lengthening work week implying overtime 
work at premium pay. Even increased personal in- 
come taxes will not offset this. After all, workers 
regard their “take-home pay” as their wages, and 
higher taxes must be covered with higher pay. This 
as well as the jump in living costs is behind the cur- 
rent wage drive. Taxes may go up, but the increase 
will not come out of “take-home pay.” 


Cycle of Increases 


It stands to reason that the upward adjustment of 
hourly wage rates creates a cycle of increases he- 
getting increases, unless the circle is broken by cor- 
responding gains in productivity or a compensating 
fall in other elements in the cost of goods. We have 
already shown why further productivity gains will 
be hard, if not impossible to achieve, and there is 
nothing that points to a decline in other cost elements. 
Raw materials prices have risen considerably, and 
corporate taxes, too, are slated for a big boost. 

Industry’s ability to pay the new wage increases 
rests on the urgency of demands arising not only 
from high current income and considerable antici- 
patory buying, but also the extensive use of credit or 
liquid assets which allows cost increases to be passed 
on to the consumer. In other words, the turn of the 
spiral leaves a legacy of higher prices difficult to 
avoid. 

Industry, admonished by Government to hold 
prices, is caught in an unenviable squeeze. If it holds 
prices, profits will shrink, particularly if the dilemma 
coincides with production cutbacks. If it resists the 
wage drive, it courts competitive disadvantages or 
crippling strikes—a repetition of 1941 all over again. 
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If it raises prices, it will be accused of fostering in- 
flation. 

What’s actually going on is that the fear of con- 
trols, in this case of a wage freeze which !abor wants 
to “beat”, stimulates inflation, and ineffective con- 
trols permit it. This because the Government ap- 
parently has decided to try indirect controls first as 
an alternative to direct and more stringent controls 
which usually irritate the voters. Prices, as we have 
pointed out, cannot be controlled unless at the same 
time wages are controlled likewise. And, it now looks, 
nothing of the sort will be undertaken until after the 
November elections, and perhaps not for some 
months thereafter—which means not until the fifth 
round has run its full course. 

Instead, the problem is being attacked by tighten- 
ing up on instalment and mortgage credit, by raising 
taxes, and by various—though yet rather mild meth- 
ods—to tighten bank credit. Inventories of scarce 
materials will come under supervision to prevent 
hoarding and ease the buying scramble that in recent 
weeks has done so much to generate price rises. But 
this will hardly be enough, as we have already seen. 
Not only that, it will be completely ineffective as long 
as another price-wage spiral is permitted. 


A Sixth Round Possible? 


Even in the event of ultimate controls over wages 
and prices, the outlook is not too reassuring if labor 
unions, getting pay rises now, are obtaining clauses 
calling for further annual increases known as “im- 
provement factor”, as in the General Motors and 
Ford contracts. Or as long as wage agreements can 
be reopened at relatively short intervals for adust- 
ments to living costs. Chances are that even in the 
event of wage controls, these clauses will not be 
interfered with. If that is the meaning of “flexibil- 
ity’, previously referred to, we can have neither a 
stabilized price and wage structure, nor a firm lid 
on inflation. And in that event, a sixth round next 
year would not at all be surprising. 

Already there is evidence of restiveness on the 
part of workers in industries that led the early “fifth 
round” parade of wage hikes. Even GM workers, 
we understand, look with envious eyes at those who 
managed to squeeze greater benefits out of their 
employers than was obtainable under the GM con- 
tract. In other words, a sixth round, unless there is 
timely action by the Government to forestall it, is 
by no means an impossibility, and under the word- 
ing of recent contracts, it is a probability if living 
costs rise further. 

The prospect however is that we shall be sliding 
slowly into controls over prices and wages, after 
plenty of times has been allowed for a full round 
of wage increases now under way. The pre-election 
stage will be modest and hesitant, to be followed, 
after the elections, by a somewhat greater tighten- 
ing. Full impact will not be felt until well after 
mid-1951 when the flow of armament orders will 
add to the pressure for another round. Whether the 
sixth round can be avoided will in considerable 
measure depend not only on then existing pressures, 
but on the determination to resist it. 

There might be some unexpected help in resisting 
further upward pressures. One might be a slowing 
in various consumer goods fields following the re- 
cent splurge of anticipatory buying, and recognition 
of the probable absence of any severe shortages 
under prospective (Please turn to page 698) 
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How Dependable Are 


RECENT 
DIVIDEND 
INCREASES? 


By H. F. TRAVIS 


“au vigorous boom that spread through most 
of the economy prior to the outbreak of hostilities in 
Korea, stimulated a rash of increased dividend pay- 
ments that has continued unabated thus far through 
the third quarter. For the first time in history, com- 
panies listed on the New York Stock Exchange dis- 
tributed to their shareholders a total of more than 
$2 billion in a half-year period ending June 30. The 
continued and even expanded uptrend in recent 
weeks was naturally based on the assumption that 
the military program, despite increased normal 
taxes, would largely stabilize corporate earnings for 
all of 1950 close to the rate of the first six months. 

Caution, however, suggests that the trend may 
flatten out rather soon now, and that the zeal to pay 
unusually generous year-end extras may be tem- 
pered. This surmise stems from the recent passage 
of the “quickie” tax bill by the Senate, that while 
refraining from an inclusion of a stiff EPT in the 
measure, could be passed only on the agreement that 
EPT will be adopted later and made retroactive 
either to October 1 or July 1 of 1950. 

This entirely unexpected step has injected un- 
certainty as to just what tax liabilities now hang over 
the heads of corporations in making their returns for 
the current year, thus logically may create greater 
dividend conservatism. Had this heavier tax burden 
been foreseen, it is possible that the uptrend in divi- 
dends to date in the current year might have been 
more moderate. From now on, at least, the urge to 
boost dividends and pay extras may subside in favor 
of a tendency to conserve corporate cash until the 
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terms of EPT ace announced. 

Our discussion of increased 
dividend payments relates more 
particularly to tnose where in- 
terim rates or distributions have 
improved, rather than where ex- 
tras entered the picture. Pay- 
ment of extra dividends is gen- 
erally resorted to as a temporary 
device to reward stockholders or 
to raise the total for a year after 
current earnings experience and 
needs for the next year are 
better known. Lifting of quar- 
terly dividends, on the other 
hand, generally implies a meas- 
ure of confidence that they can 
be maintained, even in instances 
where no definite quarterly rates 
are observed. The immediate 
problem to consider is whether, 
in view of tax uncertainties and 
the accelerated defense effort, 
the current rate of earnings pro- 
vides a sufficiently ample cushion 
to protect advanced dividends or 
to assure liberal year-end sup- 
plementary payments. 

Beyond any doubt, the trend 
of corporate earnings in the cur- 
rent year towards record levels 
has not been matched by the up- 
ward pace in dividend payments, 
strong though the latter has 
been. In the final analysis, it may 
well develop that total corporate 
earnings after taxes in 1950 may 
exceed $18 billion, against which 
aggregate dividends may reach about $9.5 billion at 
the most, or a billion dollars more than the 1949 
record figure of $8.4 billion. The estimate of earnings 
seems conservative, since at mid-year it was gen- 
erally conceded that corporate earnings would total 
about $19.5 billion after taxes. While it is impossible 
to guess how much a 45% surtax plus EPT would 
pare the estimate, the new rates at worst will likely 
apply to second half earnings only, and possibly to 
the final quarter only for EPT. Hence a cut to $18 
billion or by almost 8° would not seem out of 
reason. 


Record High Working Capital 


We cite these figures to show that the future may 
reveal that corporations in 1950 will have distrib- 
uted only 52% of their earnings, and by the reten- 
tion of $8.5 billion should have boosted their work- 
ing capital to a new high record well above $70 
billion, or possibly several billion dollars higher. In 
the circumstances, industry as a whole will have few 
regrets over more liberal treatment of stockholders 
in the current year, although looking ahead the out- 
look has become considerably confused. 

Presently, it has become clear that investors heart- 
ened by the receipt of substantially larger dividend 
income need to study the earnings potentials of con- 
cerns in which they are interested with renewed 
care. The almost certain prospect of an expanding 
economy for a number of years to come, and that the 
military program must be financed largely on a pay- 
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as-we-go basis, dispels much of the glowing confi- 
dence prior to Korea that postwar expansion and 
modernization programs have been virtually com- 
pleted, and that corporations once more can distrib- 
ute an increasing portion of their annual earnings. 

In some industries and in the case of certain com- 
panies, the foregoing hopes may be realized, but in 
a great many instances the pressure for more work- 
ing capital will become intensified as business ex- 
pands, facilities are further enlarged and earnings 
are squeezed by increasing Federal taxes. The factor 
of careful selectivity assumes larger importance than 
ever in determining portfolio adjustments. The big 
task presently is to pick out enterprises that should 
have a relatively sheltered tax position under EPT, 
are amply fortified by cash resources to expand 
without recourse to heavy financing, and whose net 
earnings may reasonably justify the recently in- 
creased dividends, or provide a chance for further 
improvement. 

The rate of dividend changes in the first half of 
1950 varied greatly among different industrial 
groups, and their operations in this period often 
provided unreliable clues to what may lie ahead un- 
der the changed economic conditions. Manufacturers 
of electric equipment led the field by distributing 
about 46% more in dividends than in the first six 


Since July, dividend improvement by the steel, 
automotive, paper and oil industries has become 
marked, and under rapidly changing conditions it is 
possible that some rather laggard groups such as | 
mining, textile and machinery will distribute their 
earnings more freely than earlier this year. Manu- © 
facturers of aircraft, also, show signs in this direc- | 
tion. 

By and large, the big corporations hold the best 
promise of dividend stability in the foreseeable fu- 
ture, especially in industries in a position to supp!e- 
ment civilian production with military business. In 
many cases these giant concerns have forged ahead 
so impressively and in so many ways in postwar that 
they are in excellent position to cope with whatever 
handicaps that may arise. Especially deserving con- 
sideration are those companies whose earnings have 
trended upward substantially in the 1946-49 period, © 
likely to form the future EPT base, and whose cur- | 
rent relation of dividends to earnings reveals quite a 
wide spread. 

In order to clarify some of the factors we have 
discussed, let’s examine a few individual situations 
where interim dividends have been enlarged in the 
present year. As an aid to our readers in following 
our comments we append pertinent statistics cov- 
ering about 20 outstanding concerns in the category ( 












































months of 1949. Next in line were producers of farm mentioned, many of which represent entirely differ- pre 
equipment which stepped up dividends by 28.5% ent industries. At the outset, we call attention to the pla 
with finance companies following with an increase rather wide range of yields now afforded by the of 
of 23.8%. The tobacco, automotive, chemical and equities of these various firms, a signal that invest- pos 
steel groups increased dividends on a scale ranging ment opinion currently differs a good deal about the of 
from 15% to 20%. dependability of current dividends. der 
of 
a - “= ing 
Companies Which Have Recently Increased Their Dividends the 
Operating Dividends e. 
Net Sales Margins Net Per Share Per Share Interim Payments tho: 
1949 1948 1949 1948 Ist Half Ist Half Raised Recent Yield? aar 
($ millions) % % 1949* 1950* 1949* 1950 From To Price % is g 
American Cyanamid $ 237.7 $231.9 105% 68% $ 5.28 $ 455 $ 200 $ 2.37 $.625Q $ 75Q 63% 3.1% an 
American Smelt. & Ref. 215.1 253.2 18.2 21.7 8.22 4.20 5.00 1.50 75 1.00 58% 85 pen 
Bendix Aviation 182.6 1624 89 10.2 5.24 3.92 3.50 1.00 .50Q .75Q 49% 7.0 In 
Canada Dry Ginger Ale 51.4 50.1 6.2 8.5 1.04 49 .60 45 By 20 10% LY 6 he 
Chain Belt 25.3 28.7 16.1 18.1 4.87 2.31! 2.00 1.20 40 50 29 6.8 | Ji 
Clark Equipment 53.7 744° 7.5 11.0 4.86 3.51 2.00 1.00  .50Q 75Q 33% 59 | posi 
Du Pont 1,031.9 977.8 24.0 20.3 4.52 2.59 3.40 1.60 85 1.50 77% 4.3 divi 
General Railway Signal 12.3 14.8 11.8 14.7 2.54 1.11 1.75 50 .25 30Q 21% 8.0 of 6 
Glidden Co. 160.1 2023 63 7.4 3.23 1.51 1.60! 160 .40Q .50Q 26% 6.1 ro 
Hercules Powder 120.9 129.2 13.7 13.7 3.58 2.60 1.00 55 80 56% 46 ings 
International Harvester 908.9 945.4 9.0 79 4.36 277 1.70 1.10 35 50 29% 5.7 equa 
International Salt 14.0 14.2 18.9 21.2 6.93 3.19 3.50 1.50 75 1.25 57 6.1 30, ¢ 
Jewell Tea 169.0 1532 3.9 4.2 6.93 3.602 3.15 2.20 .60 75 61% 5.1 | time 
Libby Owens Ford Glass 134.2 115.5 26.7 23.1 4.10 2.94 2.875 1.00 .50 1.00 34% 83 | Poe 
Mathieson Chemical 54.0 31.9 21.0 24.3 2.57 1.63 1.06 1.625 31 375 26% 4.0 | De 
Murray Corp. 97.4 92.5 11.1 5.5 6.95 4.70° 1.60 80 40Q 50 22% i$$7.2 | direc 
Philco Corp. 2148 275.4 3.3 8.4 3.17 3.86 2.00 1.00  .50Q 75Q 39% 5.0 | ume 
Schenley Industries 461.8 4597 9.5 11.4 5.38 2.53" 1.60 80 .40 50 29% 5.4 | War 
Shell Oil Co. 816.4 830.4 11.9 17.9 5.67 2.93 3.00 100 .50Q .75Q 49 61 | — 
White Motor 77.3 97.8 2.2 5.18 1.4) 2.13 1.15 50 25 40Q 22% 5.1 | woul 
+—Based on 1949 dividends. Q—Quvarterly rate. 3_6 mos. ended May 31 | altho 
*—Adijusted for stock splits. *—28 weeks ended July 15. '_6 mos. ended July 31. | clear 
1_Plus stock 19: 
7 Bi be AD St). | for ] 
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The recent action of American Smelt- 
ing & Refining Company to pay an in- 


CORPORATE PROFITS, TAXES, AND DIVIDENDS 


OLPARTMENT OF COMMERCE ESTIMATES, ADJUSTED FOR SEASONAL WARIATION 
QUARTERLY 





terim dividend of $1 per share, in con- J Sto. 
trast to 75 cents distributed in the previ- | 
ous three quarters, was amply justified 
by improved conditions in the non-ferrous | 
metals industry this year. Prices of cop- jf s.}-—. 
per, lead, zinc and other metals have risen 
sharply, especially in recent months, and 
show no early chance of receding. The 
company earned $4.20 per share in the [| 
first half, and in the final six months 
should report even greater profits. Due 
to increased military demand and Fed- 
eral stockpiling, large volume is assured | '°/— 
for a long time to come. With holdings 
of cash and Government securities tota’- 
ling nearly $55 million on June 30, and 
indubitably trending upward, the com- 
pany can well afford to treat shareholders 
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more liberally, even though heavier taxes 
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than earlier expected may have to be paid 
this year. Indeed, declaration of a year-end 
would not surprise. 


extra 


Shell Oil Company 


Completion last year of a tremendous postwar 
program to construct new refineries and chemical 
plants by Shell Oil Company, involving expenditures 
of more than $477 million, placed this concern in a 
position to pass on to stockholders a larger portion 
of net earnings. In reflection of this, quarterly divi- 
dends were lifted to 75 cents from 50 cents a share 
of late. Firmer prices for oil products and increas- 
ing demand promises to expand net earnings (at 
current tax rates) in the final six months well above 
the $2.93 reported for six months ended June 30. 

Heavy allowances for depreciation and depletion 
considerably cushion the company’s tax burdens, al- 
though the heavier rates to be imposed will cut into 
earnings to some extent. Shell Oil’s financial status 
is so strong, though, that payment of dividends at 
an annual rate of at least $3 per share seems de- 
pendable, despite the certainty of higher tax charges. 
In view of large civilian and military needs for oil 
products, confidence in the company’s ability to 
maintain high level volume is well warranted. 

Jewell Tea Company expressed confidence in its 
position and outlook by increasing the September 
dividend to 75 cents from a previous quarterly rate 
of 60 cents, with full knowledge that any retroactive 
Increase in Federal corporate income taxes applying 
to 1950 would directlv affect the company’s net earn- 
Ings as reported. The latter were announced as 
equalling $3.60 per share for 28 weeks ended June 
30, or at an annual rate of better than $6. At the 
time, however, it seemed unlikely that any EPT 
taxes would be imposed for part of 1950, although in 
1951 they would enter the picture. 

_Despite this factor, however, the confidence of the 
directors was strengthened by a steady rise in vol- 
ume In the current year and knowledge that in World 
War II, Jewell Tea was one of the principal packers 
of field combat rations for the Armed Forces. On the 
Whole, it appears improbable that tax problems 
would have precluded the advanced dividend rate, 
although action might have been deferred until a 
clearer picture could be had. 

1950 has been proving a record breaking year 
for Libbey-Owens-Ford Company, with quarterly 


1950 


sales and earnings progressively advancing to new 
highs. Net earnings of $2.94 per share for six months 
ended June 30 compared with $1.78 in the first half 
of 1949 (adjusted). High level activity in the auto- 
motive and building industries mainly accounted for 
the improvement in volume and profits. In August, 
the company’s stockholders approved a two-for-one 
split of the common shares, and the directors de- 
clared a quarterly dividend of $1 per share, or double 
the previous rate (adjusted). 

Relative to the sharply increased annual net earn- 
ings rate at present taxes, the move was conservative 
and a strong cushion exists for any retroactive taxes 
that may reduce earnings this year. Furthermore, 
Libbey-Owens-Ford may benefit substantially from 
stepped-up military spending, since in World War II, 
the company manufactured more than 26 mill'on 
pieces of wartime equipment, ranging from tiny pre- 
cision glass items to huge quantities of plas'on 
resins. Plans are already under way to resume mili- 
tary production on quite a scale, and output of this 
kind may tend to fill any gap that would be created 
in the event that civilian consumption recedes in the 
glass field. 


Chain Belt Company 


Relatively stable earnings over a long period of 
years have enabled Chain Belt Companv to pav con- 
secutive dividends regularly since 1902. Although 
recessive influences reduced earnings moderate'y to 
$4.87 a share in the fiscal year ended October 31, 
1949, dividends were maintained at a quarterly rate 
of 40 cents and in November a special of 40 cents 
was paid, making a total of $2 for the calendar year. 

Chain Belt in 1950 has shared in the widespread 
improvement in industrial activity to some extent 
but rising costs have held net earnings to a slightly 
lower level for nine months of the companv’s fiscal 
vear than in 1949. Regardless of this, an improve- 
ment in backlog orders of late, and in operating effi- 
cienev, plus exceptionally strong finances, induced 
the directors to lift the quarterly dividend to 50 cents 
recently. This modest improvement can be consid- 
ered dependable, since the ample proportion of re- 
tained earnings provides plenty of leeway for in- 
creased taxes. 

The recent increase in (Please turn to page 698) 
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BOOSTED federal income tax rates become effective 
Oct. 1 under a system which congressional experts 
plead was an essential concession to farmers but admit 
may cause some headaches in future years. The higher 





WASHINGTON SEES: 


President Truman’s attitude toward exercise of 
civilian controls will be adaptation to the home 
front of the Teddy Roosevelt approach to interna- 
tional affairs—speak softly, but carry a big stick.” 
How long the President, with his temperament low- 
boiling point, will adhere to that policy, should 
develop one of the most interesting and important 
sides of the war effort. 

Two personalities high up in the controls organi- 
zation will serve as major brakes on Presidential 
sweeping actions. Stuart Symington, trained in 
Washington ways and skilled in getting along with 
the bureaucrats is counted on to render yeoman 
service in keeping the sprawling system from fall- 
ing apart under the strain of petty jealousies. 
Charles Sawyer, Commerce Secretary who starts 
out with the enormous job of regulating produc- 
tion and distribution is a disciple of “watchful 
waiting.” More importantly, he is not given to 
panicky public statements that breed uncertainty 
and detract from the business at hand. And, while 
obviously aware of the crisis that exists today, 
he believes it can be coped with by gradual switch 
in established peacetime practice, that it isn’t 
necessary to call for a precipitate plunge into 
all-out militarization of the country. 

The Symington-Sawyer influence is reflected in 
the type of organization created by the White 
House. It is low-geared for the smooth uphill climb, 
but equipped with a high gear which can be 
engaged with a flick of the handy shift lever when 
the start has been made and if, and when, the 
wisdom of greater speed asserts itself. 








S TAX BREAK FOR FARMERS 


By E. K. T. 
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rates, made necessary by the defense program, are 
intended to cover only the final three months but 
arithmetical hocus-pocus was devised: the higher tax 


will be applied to the entire calendar year, then re- 
duced by 75 per cent to bring it back to a single quar- 
ter. Farmers, it was explained, receive most of their 
income in the last three months, would be hit unduly 
hard if the simpler method were adopted. Other 
seasonal operators weren’t considered, are asking 
why. 


MANUFACTURERS of. summer wear and operators of 
resorts in the cooler climes priced their commodities 
and services on a basis of an established tax rate to 
be effective—or so they thought—for the January- 
December period. They’d pay relatively light taxes if 
the three-month “off” period were the term of tax 
applicability. They’re telling the congressmen similar 
problems arise in other lines of business. And the mail 
is bringing protests that the farmer “gets all the 
breaks,” pointing out that if the commodity market 
doesn’t keep him affluent, the support price system 
will see that he is. But this repeats an argument al- 
ready made to congress, rejected by the lawmakers. 


MACHINISTS UNION has made a sociological study 
and comes up with the reason why communism has 
gained ground in the United States. Amusing as the 
finding is, the union is deadly serious about it: 
“Hooverism breeds communism.” And the only living 
President is blamed not only for the deeds of his own 
four years in the White House but also for the per- 
formances of the 1920-1932 era as a whole, plus “the 
American depression of the 30’s.” Rationale is that 
the depression so disturbed the people as to attract 
them to the red flag. Offered as supporting witness is 
Lee Pressman, “reformed communist.” 


BEHIND closed doors in a Washington hotel, President 
Truman met with leaders of AFL and CIO and suc- 
ceeded in bringing them closer together politically, 
but no closer organizationally. Explained purpose 0! 
the unusual meeting was discussion of labor’s part in 
the current war situation, the outlook for price and 
wage controls. But the talk went farther afield to 
cover united effort first in the congressional election, 
next in the 1952 Presidential election. 
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The Truman Fair Deal is a "dead duck" legislatively 
and a “holy crusade" politically. Congress ignored most 
of it, defeated part of it, swallowed amorsel or two of it; 
then passed it on as campaign material for a November election ) 
which will find almost all members of the congress who 
Stalled it renominated and very much in the running fora 
return trip to Capitol Hill. Of course it will be used by , 
opposing candidates as an argument for their own election but 
the fact that the incumbents won renomination indicates, : 
at least, that there is no general resentment on the part 
of the electorate. 























Among the major supports of the Fair Deal structure 
which failed are repeal of the Taft-Hartley Act, the prime 
goal of organized labor; compulsory health insurance, which 
always has a large following — until the costs are 
mentioned ; federal aid to education, which brought ona 
religious war; FEPC, a bid for nationality bloc votes; the 
Brannan farm plan, which sounded so Simple (the farmer gets higher prices but the 
consumer pays less) that "it must be wrong") ; middle income housing, which was passed over. 





























Of the sheaf of welfare bills sent to the Capitol only the social security 
act liberalization figured importantly, and won indorsement. It brought 10 million more 
persons under its protective features — a fact that will not escape mention from the 
campaign platforms. Limited extension of federal rent controls was nobody's victory, 
and improvement in the Displaced Persons Law goes into the record simply as a humanitarian 
performance. The President was sustained in two major vetoes — Kerr natural gas act, and 
legalizing the basing point pricing system. 






































given permission to proceed with 20 of them. Credit for these actions must be evenly 
distributed politically for they were the products of a non-partisan commission headed 
by a former republican President, cleared by a democratic incumbent. Whether they'll 
accomplish what was claimed for them probably cannot be determined until the world 
situation clears to a stage where government attention no longer is concentrated upon 
war. Right now, no one seems particularly interested in checking results. 




















In the fields of defense and international affairs, President Truman has had 
things very much his own way. In this respect it should be mentioned that he was largely 
following established bi-partisan policy (even though the two-party agreements seem 
less binding than in the past and the republicans are becoming more inquisitive) ; 


there was continuation of the Marshall Plan, military aid, and Point Four assistance to 
less progressive nations. 











The Korean problem ended the debate whether taxes should be increased, as the 
President wanted, or should be reduced, as congress was demanding. And for the same 
reason, Mr. Truman who couldn't get standby control legislation and standby selective 
Service draft, had both items of legislation thrust into his hands with instructions 
to use them at once. 























The 8lst Congress saw the birth, and probably the passing, of the omnibus 
or one-package appropriation method. The idea had intrigued congresses for decades. 
The picture of all appropriations measures brought together so that each could be 
related to the others and to the overall costs of government, enlarged or pruned as cir- 
cumstances dictated, was a pleasant one. 











It proved cumbersome in handling, robbed some members of their pork barrel 
“rights" and won their enmity, and it sent to the White House such unwelcome items as 
a dictated personnel reduction in certain agencies, and the Franco loan. Unable to 
veto frowned-upon items without stopping the flow of funds to government agencies, 
Mr. Truman signed the bill, will try to prevent any other one-package measure from getting 
through in the future. 
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When congress returns to Washington in January, it will be buried under pro- 
posed drafts of legislation for veterans. All of the privileges extended to GI's in 
World War 2 and the five years of peace which followed, will be bestowed upon the Korea 
fighters. That will include the various preferences in employment, housing, etc., and it 
very likely will set up another 52-20 club — weekly payments of $20 during a maximum 
of 52 jobless weeks. A general bonus will be proposed and will become one of the next 
session's most bitterly-fought issues. National organizations are split on this question 
— almot evenly. ; 





























In view of the certainty that the lawmakers will act with liberality on 
practically everything related to veterans' welfare (the probable exception is the 
bonus bill), the decision to run back over the operations of these laws over the past five 
years is regarded timely. 























One of the last actions of the House was to set up a special committee to 
probe abuses in administration of the education and rehabilitation programs. Evidence 
already is piling up. Much of it entwines other aspects of veterans aid, will invite 
congressional scrutiny into those fields with the result that the probe will gain wide 
expanse eventually cover the entire subject. 














Formal censure of an air force general for his public statement that, given 
the signal, he could speedily destroy Russia's A-bomb installations, followed by orders to 
Navy Secretary Matthews to soft-pedal his suggestion of all-out war to create peace, 
underscores a line of thinking in the Capital that has the military men and the diplomats 
worried. Optimism that the Korean strife will end in early victory is growing; there 
is profound belief in some circles that the air corps could do just what the general 
depicted. 2 


























The Administration considers that kind of thinking is dangerous, finds 
respected authorities talking it up instead of talking it down. Yet the only reason given 
for the official knuckle-rapping has been its dangerous psychological effect at this 
time, not its inaccuracy. 




















The Bell Commission to the Philippines will name government policy against 
imports as one of the prime causes of economic problems in the islands. Instead of insuring 
jobs by barring the product of labor in other lands, the barriers have swelled the 














commission's report. It supports the thesis on which present United States import-export 
policy is based; at least it can be argued that way. 








The commission will bring back interesting data on the communist situation 
in the Philippines, will say there have been no important inroads by the reds ("Huks" 
in the Filipino nomenclature) and there is little prospect of any. Fewer than 10 thousand 
commies are to be found in the islands — out of a population of 20 million persons. 
The country's Christianity — 90 per cent of its residents —— will be named as the strongest 
fence against infiltration. Communists do not control the government of even the 
smallest municipal subdivision. 

















Even more disappointed than the democratic state organization by the entry 
of Thomas E. Dewey into a third-term fight for the governor's chair in New York, was the 
Robert A. Taft bloc of the republican party. Belief is strong here that nothing short 
of assurances of out-of-state support for a third Presidential nomination would make 
Dewey drop his retirement program this year. The Taft followers are counting his re- 
election to the senate already won, were looking forward to a 1952 national convention 
with Dewey out of the way for the first time in a dozen years. 
































Defeat of either Taft or Dewey in November is the only hope impartial repub- 
licans can hold for avoidance of a bitter family fight extending over the following 
two years. As of today, the New York governor and the Ohio senator are the Presidential 
aspirants regarded most likely to restore the White House to the GOP. But two years 
of bitterness could easily eliminate both, party chiefs realize. 
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Interpreting ..... 
Significance of 
New FOREIGN 
DEVELOPMENTS 


By V. L. HOROTH 
KOREA, GOLD AND “HOT MONEY” 


i the outbreak of the Korean crisis, the 
United States has been losing gold at an average 
weekly rate of about $60 million, the total loss up 
to the first week in September aggregating about 
$650 million. Our gold holdings are now at $23.5 
billion, or about $1.2 billion smaller than one year 
ago, including the gold lost after the European cur- 
rency devaluations. 

This is not yet a serious drain, but may become so 
if international payments continue to move against 
us. It is significant, however, that practically none 
of this gold has been moving out of the country; it 
is simply being shifted from the U. S. Treasury’s 
holdings to the holdings earmarked by the Federal 
Reserve Bank for account of foreign central banks. 
As of the end of July, these earmarked holdings 
reached $4,710 million, a new high. 

Why have we been losing gold? In the first place, 
foreign countries are unquestionably earning more 
dollars, as a result of our increased purchases of 
foreign merchandise, expanding tourist expendi- 
tures, and other outlays of dollars abroad. It is these 
Increased dollar earnings as well as some of the 
older accumulated balances that are being converted 
into gold. The idea, of course, is that gold offers a 
protection against the loss of purchasing power of 
the dollar and possible devaluation. 

There is a widespread view, in Europe particu- 
larly, that the U. S. may not escape an eventual 
devaluation of the dollar if a third world war breaks 
out, for the simple reason that incomparably more 
than in the last war, the burden in both men and 
materials will fall upon the United States. Fearing 
Russian invasion, Europe is not at all anxious to 
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bring her newly acquired gold home, however. Thus 
even if the dollar should become a “soft” currency— 
an unlikely prospect—the United States will still be 
the safest place in the world to keep gold. 

To a lesser extent the loss of gold also reflects a 
flight of capital, American and foreign, from this 
country. Many foreigners, particularly the Latin 
Americans may feel since the outbreak of the Korean 
war that it is safer to keep their money at home 
than in a country that may become involved in a 
general war. Some of the European refugee funds 
which came to this country during the Thirties are 
also reported to be leaving. In general, however, this 
outflow of so-called “hot money” in search of greater 
safety or to escape higher taxes has been nothing 
like such movements in the past. Compared to the 
several billion of safety-seeking money that came 
over here in the Thirties, the recent capital outflow 
may have been in the neighborhood of about $100 
million, if that much. 

The recipients of “hot money” not only from the 
United States but also from Switzerland and other 
European nations, continue to be Australia, South 
Africa, Canada, and some of the Latin American 
countries. The estimated inflow of safety-seeking 
funds into Mexico (including some dollar balances 
held by Mexican nationals in this country) has aver- 
aged around $5 million a week since the outbreak 
of the Korean war. Since several other develop- 
ments, such as a seasonal expansion in tourist spend- 
ing increased demand for Mexican metals and min- 
erals, and a flow of money for long-term investment 
have strengthened Mexico’s payments position, the 
usual shortage of dollars has changed into an abun- 


667 































































dance of dollars. This unexpected abundance and the 
fear that the inflow of outside funds may contribute 
to inflation have given rise to rumors that the Mexi- 
can peso is about to be upvalued in terms of the 
dollar. 

But, as in Canada, no such move seems to be in 
the cards. To counteract inflationary tendencies, the 
Mexican Government, among other measures, paid 
off—a year prior to maturity—the last $14 million on 
the U. S. Treasury’s stabilization credit. It also re- 
laxed the ban on imports of certain industrial goods, 
machinery, certain types of steel, etc. Automobile 
assembly plants are now permitted to import about 
40 per cent more parts for passenger cars. 

Uruguay is another country that has reported a 
considerable influx of capital from abroad. But as 
in the case of Mexico, there have been other de- 
velopments which contributed to the rise of the free 
market quotation of the Uruguayan peso from about 
3814 cents in the middle of July to about 4214 cents 
in mid-August. These were payments for delayed 
wool shipments and a temporary bulge in the flight 
of capital from Argentina. 


Canada and U.S. Rearmament 


The business trend in the United States has been 
and will be by far the most important factor in 
Canada’s own business prospects, even though some 
people may argue that this “domination” is on the 
decline owing to a greater integration of Canadian 
economy. They support their claim by pointing out 
that Canada’s business activity showed hardly a 
ripple during Fall 1948—Spring 1949, when the 
United States was going through a considerable busi- 
ness recession. 

Be that as it may, the prospects of an armament 
boom in the United States will have far-reaching 
repercussions in Canada. There not only will be a 
greatly expanded demand for Canada’s raw mate- 
rials, such as aluminum, copper, asbestos, and tim- 
ber, but many U.S. controlled Canadian plants which 
have been working on machinery parts and other 
articles for their U. S. parent companies will benefit 
either directly or indirectly by war orders. 

Much will depend, of course, upon Canada’s own 
war effort. But her defense spending announced thus 
far—some $575 million during the 1950-51 fiscal 
year (ending in March) and about $800 million in 
the 1951-52 fiscal year—is unlikely to interfere seri- 
ously with the flow of Canadian products to this 
country. While the United States will be spending 
nearly 20 per cent of its national income on defense 
and foreign aid, Canada will spend about 6 to 7 per 
cent only. 

Moreover, the Dominion is in quite a favorable 
position when compared with the 1939-41 period. 
At that time, Canada was rearming ahead of the 
United States, and consequently her imports from 
this country expanded much faster than her exports 
to us. Now the situation is the reverse. This time 
Canada’s exports to this country are bound to in- 
crease faster than imports. 

What will be the effect of these developments on 
Canada’s balance of payments with the United 
States? Since 1948 the payments have favored 
Canada, and have permitted her to rebuild her gold 
and dollar reserves from about $500 million in the 
Fall of 1947 to $1,250 million last June. However, 
had it not been for the ECA spending about $400 
million or so a year for offshore purchases in Canada, 
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there would have been a serious deficit. 

During the coming months, our expanded pur- 
chases of Dominion products will probably balance 
Canada’s international payments with us even with- 
out the benefit of the ECA purchases. Hence Canada 
need fear no more than Europe “a dollar shortage 
crisis” in 1952. Since some ECA purchases in Canada 
will unquestionably continue, Canada’s rate of ac- 
quisition of gold and dollars will probably accelerate. 
In addition more dollars are likely to flow into the 
Dominion for investment in mining properties as 
well as in manufacturing enterprises. 

As usual there has been much speculation as to 
what Canada will do to ward off the inflationary 


effect upon her economy of the U. S. defense effort _ 
and of higher prices here. In many respects the © 


situation is analogous to that in the summer of 1946 
when the Canadian authorities, in order to offset 
the inflationary effect of our postwar boom and our 
removal of price controls, upvalued the Canadian 
dollar by 10 per cent to parity with the dollar. For 
this reason many people here are expecting another 
up-valuation and for some time now, Canadian dol- 


lars for future delivery have been commanding a ™® 


premium. 





Instead of upvaluing the dollar, a measure which | 


would be of dubious merit anyhow, the Canadian | 


authorities are attempting to counteract inflationary 


forces by relaxing trade and foreign exchange re- | 
strictions. Beginning October 1, certain imports | 


(passenger car tires, office machinery, etc.) which | 


have been banned since the beginning of 1948 will 
be allowed on application for permit. Other prod- 


ucts (textile products, toilet preparations, electric , 


light fixtures, etc.) which have been partially re- 
stricted during the last three years, will be com- 
pletely free. 

In return, the United States is to lift the embargo 
on Canadian bacon and other pork products. Thus 
the further strengthening of Canada’s international 
payments balance is likely to result in the Canadian 
dollar eventually becoming fully convertible into U.S. 
dollars and in the removal of all restrictions on 
goods and capital movements between the Dominion 
and the United States—a development that should 
strengthen the political and economic ties between 
the two neighbors. 


Is Argentina Moving Toward Economic Orthodoxy? 


Two weeks ago, completely as a surprise, Buenos 
Aires announced the second devaluation of the peso, 
once regarded as one of the world’s strongest cur- 
rencies. That was during the first postwar year, 
when Argentina’s Central Bank was bulging with 
wartime accumulated gold and dollars, and before 
President Peron embarked on the ill-fated five-year 
industrialization plan which was intended to make 
Argentina the industrial center of South America. 

The new measure also aims at simplifying Argen- 
tina’s greatly involved multiple currency system. 
Nine different official rates, ranging from 3.35 to 
9.00 pesos to the dollar (in addition there was also 
the black market rate) were replaced by three new 
rates ranging from 5.00 to 14.25 pesos to the dollar. 
The official “free market” peso is now worth about 
7 cents, about as much as in the Montevideo black 
market, and some 66 per cent less than it was 11 
months ago (21 cents). 

The combined effect of the two currency devalua- 
tions on Argentine (Please turn to page 691) 
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By FREDERICK K. DODGE 


= a concern has forged ahead to fame and 
fortune by the traditional development of a “‘better 
mousetrap”, but few have achieved such impressive 
growth as Minnesota Mining & Manufacturing Com- 
pany (The 3 Ms) by introduction of numerous rather 
simple products with widespread and permanent ap- 
peal. In the past half century, this dynamic enterprise 
has maintained its dominance in one highly essential 
field, and in the past decade established a similar 
standing in two others mainly of its own creation. 

This experience has been attended by a record of 
well sustained earning power for many years and by 
a consistent uptrend in volume and profits during 
postwar that gives no indication of losing momentum 
in the foreseeable future. In reflection of these circum- 
stances, market activity in the company’s shares has 
become increasingly notable since public participa- 
tion in the enterprise was expanded scarcely five 
years ago. 

The business goes back to 1902 when it first con- 
sisted of the mining and crushing of abrasive grains, 
soon to be followed by the manufacture of sandpaper 
and other coated abrasives that still account for about 
25° of current large over-all volume. These inex- 
pensive products, subject to rapid replacement, have 
enjoyed a consistent growth in demand from every 
industry as the economy expanded, and the company 
Improved them through the development of water- 
proof sandpapers and abrasive cloths. With an early 
eye on diversification, the management before long 
started to manufacture special varnishes, waxes and 
polishes, a rather natural result of broad experience 
with surfacing items. 

This small but dependable business enabled the 
company in the highly recessive year 1931 to earn 
approximately $365,000 on sales of only $4.6 million 
at a time when most concerns were reporting heavy 
losses, and by good cost controls in 1932, net income 
was expanded to about $409,000 despite a decline in 
volume to $3.4 million. We cite these early results, 
not only because of the operating efficiency indicated 
but also to give an idea of the quite modest base from 


Which steady growth in the following twenty years 
emerged. 
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In the depression years of the early 1930s, the man- 
agement found encouragement in the market ac- 
ceptance of some masking and pressure-sensitive 
tapes rather recently developed at the time, the par- 
ents of the company’s presently world-renowned 
“Scotch Tape’. The term “Scotch” has become a reg- 
istered trade mark and has been applied to several 
other items. Aided by heavy emphasis on both scien- 
tific and market research to broaden the company’s 
lines, annual volume since 1932, except in 1938, has 
shown consistent gains in every year. The tapes divi- 
sion, including electric and special tapes, accounts 
for about 35% of total volume now exceeding $115 
million annually, and contributes in no small manner 
to net earnings running at a yearly rate of around 
$19 million in the forepart of 1950. 


The Role of New Products 


Adding substantially to marked growth in recent 
years has been the production of new specialties such 
as pigments, synthetic resins, sulphuric acid, indus- 
trial abrasives, colored roofing granules, gummed 
paper products, etc. Still more important has been 
the development of ‘‘Scotchweld”’, a dry film adhesive 
with great strength; “Safety-Walk’’, a non-slip cover- 
ing for surfaces, and last but not least “Scotchlite’’, 
the remarkable reflective sheeting material now out- 
lining highway boundaries almost everywhere for 
motorists driving at night. The market potentials of 
“Scotchlite” seems almost unlimited, especially as the 
company has been alert to extend the utility of the 
material to bicycles and trucks, outdoor advertising 
fields and highway stores. All told, the offerings of 
Minnesota Mining & Manufacturing Company now 
include more than 1000 specialties, ranging from ad- 
hesive to sound recording tapes, chemicals to abra- 
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sives, binders to roofing materials, and numerous 
others are under study that are in the same very 
useful category. 

At the same time, activities have been considerably 
stepped up in the last several years to stimulate con- 
sumer acceptance of some of these specialties. In 
order to promote sales of Scotchlite, for example, the 
company only last year acquired four advertising con- 
cerns and merged them with its subsidiary, National 
Advertising Company. By this means, the company 
expects to manufacture signs, create special adver- 
tising appeal and rapidly widen the usage of the 
reflective material ingeniously made of small glass 
spheres attached to an appropriate backing. 

As recently as in 1947, Scotch recording sound tape 
was first placed on the market, and because this item 
can be used a great many times without loss of high 
fidelity and clarity, its popularity with radio and TV 
networks, business concerns and educational institu- 
tions has continued to expand notably. An aggressive 
sales force is successfully pushing sales of this im- 
proved recording medium. 


Benefit from Research 


From the early days of Minnesota M & M, emphasis 
on research has reaped ample fruits. The company’s 
policy for some time past has been to spend about 3% 
of annual sales to develop new products or to improve 
the quality of existing ones. Among several promising 
new fields now being thoroughly studied is that in- 
volving the use of fluorocarbons to be made by an 
electrochemical process on which the company has 
strong patent protection. Progress has been made to 
develop production of compounds in this field that 
may open many new markets, including industries re- 
quiring an element resistant to high temperatures for 
use in lubricants, plastics, synthetic rubber or as fire- 
preventive agents. A well organized central research 
laboratory continuously supplements development 
work in each of the company’s several divisions. 

Mindful that “3 M’s” growth in annual volume has 
been almost consistent for the past eighteen years 
and that by 1940, sales were more than five times 
those of 1932, it is interesting to study the vear to 
year gains established in the 1940-50 period in more 
detail. In the appended tabulation we present these 
statistics together with operating and profit margins, 






net income per share, dividends paid and the price 
range for the stock in succeeding years. By examin- 
ing this table, our readers may at once visualize the 
striking growth of this vigorous concern in the short 
space of a decade, as well as more readily follow our 
comments as our discussion progresses. 

Sales of $114.9 million in 1949 represented a more 
than five-fold gain over the 1940 level, and the show- 
ing last year was achieved despite the general busi- 
ness recession during the first half and price 
reductions ranging from 9.4% to 15.4% on some ad- 
hesive tape items. Except in a very few instances, 
1948 prices were not increased in 1949, although costs 
continued to climb for labor, materials and trans- 
portation. In the circumstances, larger unit sales last 
year mainly accounted for the upward trend in vol- 
ume, even allowing for a moderate recession in de- 
liveries of industrial abrasives. In the first half of 
1950, sales of $65.5 million reflected progressive 
quarterly gains and indicated an annual rate of about 
$131 million—a new all-time peak. 

An improvement in 1949 operating margins to 
20.4% compared with only 16.5% in 1947 reflected 
several factors. Not long ago, the management em- 
ployed professional assistance in instituting broad 
scale measures to reduce manufacturing and over- 
head expenses in all of its divisions, a step that evi- 
dently has paid off very well. Also, the availability of 
many facilities that have been completely modernized 
in postwar importantly tended to lower operating 
costs, aided by plant rearrangements and more efli- 
cient decentralization of executive responsibilities. 
While figures are not yet obtainable to appraise oper- 
ating margins in the first six months of the current 
year, it will be noted from our table that the net profit 
margin of 14.7% was widening for the fourth con- 
secutive year. 


Strong Patent Position 


Another factor that has served to sustain operating 
margins at unusually favorable levels is the com- 
pany’s strong patent position. While it faces heavy 
competition on many of the numerous specialties it 
produces, patent coverage on some of its most im- 
portant items provides a distinct operating advan- 
tage that should continue indefinitely. Of more 
significance than patents, perhaps, is the excellent 
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Long Term Operating and Earnings Record 

Net Operating Operating Net Net Profit 

Sales Income Margin Income Margin Net Per Div. Per 

——— $ million ——— % $ mill. % Share Share Price Range 
1950 (1st half) we 65.5 Pie oasis $ 9.6 14.7% $ 4.80 $ 2.20' 128%-94° 
1949 ...... ot 49> “23.4 20.4% 15.3 13.3 7.07 2.60 101 -66% 
1948 . .. 108.2 21.1 19.9 13.2 122 6.51 2.10 78 -54)2 
1947 93.4 15.4 16.5 10.7 11.4 5.94 135 70%-51% 
1946 75.1 15.2 20.3 9.9 13.1 5.08 1.45 60 -40% 
BN oe 2icatpsnstid tek pada bsavnnevatebnnspcctcaoewwetened 63.5 7.6 12.0 3.6 5.6 1.87 Ni? 4 49 -30 
1944 . 62.9 15.0 23.9 3.9 6.2 2.03 70 35 -26 
1943 45.3 10.2 pe Be) 4.0 8.8 212 70 2956-2412 
BOE. cca ctnbachslateceisoswegthetapals la Secebaeeakees 33.9 9.8 28.7 3.4 10.0 1.75 70 26%-16 
DD ion bceietst cates ieonabiahanwethaane 32.3 9.9 30.6 4.5 13.9 2.36 1.20 2734-175 
1940 ... .. oe 6.4 30.6 4.1 19.6 2.18 1.20 35%-21% 
10 Year Average 1940-49..................$ 65.00 $ 13.4 22.5% $3 72 11.4% $ 3.61 $ 1.29 101 -16 

*_To July 28. °_To August 31. 
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manner in which Minnesota Mining has made its 
brands a household word in every home and office. 
Scotch Tape has become a generic expression, and 
the convenient and attractive form in which it is 
offered is an added advantage. Combined with a 
basically heavy replacement demand and relatively 
low price, it has been possible for the company to at- 
tain an enviable trade position that tends to stabilize 
sales. 

From our table it will be seen that during the late 
war, 3 M’s net earnings did not keep pace with a 
steady increase in annual volume, although they re- 
mained quite stable at an average rate of around $2 
per share. On the other hand, operating margins 
during World War II were the highest in the last 
decade. Excess Profit Taxes at the time cut in earn- 
ings incisively, but since the raw materials from 
which most Scotch brand products were made were of 
limited strategic importance, the company was able to 
increase output consistently. 


Tax Position 


These two factors are important to consider in 
appraising 3 M’s volume and earnings potentials 
under the Defense Program now shaping up. Sharply 
higher earnings in the 1946-50 period should provide 
the company with a relatively sheltered tax position 
under the soon to appear EPT, although other Fed- 
eral taxes will of course rise substantially and will 
probably pare 1950 earnings somewhat. The outlook 
for ample raw material supplies, though, under lim- 
ited warfare appears to be very encouraging, and 
military spending should involve substantial amounts 
of 3 M products. The earnings of $4.80 per share in 
the first half year suggest that after allowing for 
prospectively higher taxes for 1950, the company may 
report net income as high as $8 per share compared 
with $7.07 in 1949. 

On a second table we present balance sheet data 
for 1940 and 1949 that provide interesting compari- 
sons of their various elements. It will be noted that 
holdings of cash and marketable securities rose by 
over $26 million in ten years, recently covering total 
current liabilities of $17.6 million by a very ample 
margin. Including receivables and inventories, total 
current assets at the end of last year aggregated $62.9 
million, establishing a very comfortable current ratio 
of 3.5. Inventories of 19 million at the end of 1949 
represented a little more than deliveries for nine 
weeks, thus indicating a satisfactory turnover rate. 
Working capital of $45.3 million was of record size. 

The physical growth of the company is well shown 
by the more than six-fold expansion in net property 
account in ten years’ time. What’s more, of the $36.6 
million present net property account, $28 million 
represents the portion attributable to postwar ex- 
pansion, after allowing for substantial depreciation 
and amortization. How conservatively the manage- 
ment has provided for depreciation is shown by es- 
tablishment of $14.8 million additional reserves for 
the purpose in a decade, although total net property 
account in 1940 amounted to only $5.5 million. 

Altogether, Minnesota Mining & Manufacturing 

Ompany now operates about a dozen new or com- 
pletely modernized plants, fully supplied with the 
most up-to-date equipment, together with a string of 
warehouses throughout the country to facilitate dis- 
tribution. The location of the manufacturing plants 

as been based on carefully formed policies to achieve 
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| 
Comparative Balance Sheet Items 
December 31 | 
1940 1949 
ASSETS (000 omitted) Change 
COO vss icsicas ie .$ 5,405 $ 15,373 +$ 9,968 
Marketable Securities ext 49 16,970 + 16,921 
Receivables, Net . 2,171 11,591 + 9,420 
Inventories ccwaacees 4,958 19,017 + 14,059 
TOTAL CURRENT ASSETS....... 12,583 62,951 + 50,368 | 
Plant and Equipment . 7,841 53,785 + 45,944 | 
Less Depreciation 2,292 17,089 + 14,797 
Net Property 5,549 36,696 + 31,147 
Investments : 635 1,125 a 490 
Other Assets 31 623 + 592 
TOTAL ASSETS $ 18,798 $101,395 +$ 82,597 
LIABILITIES | 
Accounts Payable $ 391 $ 3,055 +$ 2,664 
Accruals 3,244 4,463 oe 1,219 | 
Accrued Taxes 10,120 + 10,120 | 
TOTAL CURRENT LIABILITIES 3,635 17,638 + 14,003 | 
Funded Dept 10,000 + 10,000 | 
Preferrea Stock 10,000 + 10,000 | 
Common Stock 2,884 5175 + 2,291 | 
Surplus 12,279 58,582 + 46,303 | 
TOTAL LIABILITIES $ 18,798 $101,395 +$ 82,597 | 
WORKING CAPITAL $ 8,948 $ 45,313 +$ 36,365 | 
CURRENT RATIO 3.4 35 + al 














decentralization and for strategic reasons. To round 
out the organization, the company recently acquired 
the Herzog Iron Works, equipped with a modern 
machine shop which it intends to use for its own pur- 
poses. Further plans for a new $3 million office build- 
ing in St. Paul have been made, while under consider- 
ation is construction of a new research center and 
plant improvements for the Gummed Paper Division 
in Chicago. 

In order to help finance postwar expansion and 
modernization, and to maintain ample working capi- 
tal, the company in 1947 raised $10 million by sale of 
234.% debentures due 1967, and additionally sold 
100,000 shares of 4% no par preferred stock. The 
annual interest charges and preferred dividends on 
these senior securities are very moderate compared 
with the company’s present return on invested capi- 
tal of more than 20%. The sinking fund on the deben- 
tures provides for their retirement at the rate of 
$200,000 annually between 1950 and 1953, and $400,- 
000 every year thereafter. 


Towards the end of 1949, the company raised more 
than $2.4 million new capital through sale of 34,000 
shares of common stock to a group of 2,727 employees, 
payments to be made by payroll deduction. Company 
directors are said to own about 40% of common stock 
outstanding. 


Stepped-up Sales Effort 


Last year the sales personnel in major divisions of 
“3 M” was sharply increased to provide better market 
coverage and pave the way for sales expansion. To 
stimulate interest in the company’s products and to 
increase sales by dealers, company advertising ap- 
pears in numerous national magazines and in news- 
papers serving 66 major markets. More than 100 in- 
dustrial magazines (Please turn to page 696) 
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FIVE 
LOW PRICED 
STOCKS 


— WHICH SHOULD DO WELL UNDER 
SEMI-WAR CONDITIONS 


Selected By Our Staff 


n view of our economic transition into a 
period likely to be featured for some time to come 
by accelerated military production, heavier corporate 
taxes and the possible intrusion of numerous Govern- 
ment controls, many of our subscribers are seeking 
our advice as to constructive portfolio revisions. 

By and large, most of these requests place em- 
phasis on relatively low cost equities now paying 
dividends, and whose operations may be favorably 
influenced by receipt of substantial orders stemming 
from civilian sources, aside from prospectively larger 
military business. The thought validly persists that 
shares of sound concerns in this category offer un- 
usual promise of stable or gradually improved income, 
and that their appreciation potentials in future gen- 
eral market advances should be amply confirmed. A 
current low price would establish a desirable base 
for possible capital gains in due course. 

To meet these requirements, our research depart- 
ment has studied with care a long list of prospective 
candidates, and finally narrowed the choice to five 
equities that appear to qualify best for the special 
purpose indicated. Any one of the concerns should 
fit the pattern we have formed. 

The businesses we have selected are all essential, 
well financed and ably managed. Past earnings and 
dividend records have not counted so heavily in our 
study as the element of potentials on the road ahead 
under the revised economic outlook. Such a course is 
necessary, as the current low price level may have 
been established by temporary factors that should not 
apply to medium term operations. On following pages, 
we present statistical information and brief com- 
ments as to the outlook for these five firms, the market 
action of their shares and current yield. We suggest 
that prospective acquisitions of these shares be care- 
fully timed in accord with the advice of our Mr. A. T. 
Miller appearing regularly in our magazine. 








































































































































































































































































































BULLARD CO. BLD 
: A T : 4 
— : ; ; Price 
Machine Tools t 1929 ar 
0 5 0 . High o "4 mes 
Low ~ : 
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‘B T : 
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Funaed Debt: None = Hit, 
Shs. Common: 276,000 - no par t sae 
Fiscal Year: Dec. 31 ° 
t aa 
——} = THOUSANDS OF SHARES —}- 
ae a t n 1 T ane 
T | a al | . 
fn i 4 = 
1939 | 1040 | 1941 | 1942 | 1043 | 1944 | 1048 | 1946 | 1947 | 1948 | 1049 | - 
1.04 6.15 7.17 3.43 4.56 3.14 -51 1.13 @ .31 1.58 | 1.89 
.25 2.00 50 2.50 2.50 -30 -50 1.50 : -50 | 1.75 so | 1 
1.4 7 1 3.4 3.6 4.9 .4 5.6 5.1 5.3 5.1 |ugmml4 | 1 
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BULLARD COMPANY 
BUSINESS: Company is a long established manufacturer of machine tools, 
such as automatic turret lathes and other equipment widely used in mass , 
production operations. The business originated in 1880. : 
OUTLOOK: Increased industrial activity in the current year, especially in fe 
the automotive field that provides an important market for the type of 
machine tools in which Bullard specializes, has built up the company’s back- c 
log orders in a very encouraging manner. As of June 30, 1950, the manage- m 
ment reported unfilled orders nearly 40% higher than six months earlier, d 
thus suggesting a marked uptrend in deliveries during the second half bi 
year. Net earnings in the first half equalled $1.09 per share versus 90 cents fo 
in the related 1949 span, and may exceed $2 after allowing for prospec- _ 
tively higher taxes. It is important to note that thus far in 1950 the rise in © or 
incoming orders has stemmed entirely from civilian activities that show small | w 
signs of receding. Beyond much doubt, the conversion of numerous industrial | m 
facilities to military production will bring in its wake many orders for ag 
new automatic machinery that would hold operating costs down and speed te 
up deliveries under emergency stress. Bullard Company seems favorably situ- to 
ated to capture its fair share of forthcoming orders of this kind. Its manv- ch 
facturing facilities have been substantially enlarged and improved in post- 2) 
war, and an experienced engineering staff can readily design much special Re 
machinery that will be needed. Strong finances should enable the company H 
to progress without recourse to borrowing, as shown by a recent current fin 
ratio of 4.4. on 
Lar 
DIVIDENDS: Wide swings in volume have induced conservative and variable 
dividend payments, but ample finances and the bright outlook suggest that Di 
distributions may soon improve the 25 cents quarterly rate now in effect. Str 
que 
MARKET ACTION: Recent price—22 compares with a 1950 high of 23% 
and a low of 17. The current yield is 8%, based on dividends in 1949. MA 
and 
COMPARATIVE BALANCE SHEET ITEMS ® 
December 31 June 30 
1940 1950 Change 
ASSETS (000 omitted) 
[oe yen? ee ere $ 1,767 $ 695 —=—$¢ Tae ASSI 
Marketable Securities ..................... 233 4 233 Cash 
Receivables, Net 482 1514 + ‘1,08 Rece 
_ RS aC tem 2,780 4,026 + 1,24 Inver 
TOTAL CURRENT ASSETS ........... 5,029 6,468 + 1,439 TOT: 
Plant and Equipment ................. 4,813 7,975 + 3,16 
Less Depreciation .......... nie 2,460 4,180 + 1,720 Plant 
DRE NMRMEDIEN, -sscsidcssps<c0s00,0sccnsooeikes 2,353 3,795 + 1,448 less 
Other Assets ............ : ‘ 28 169 ae 141 rl 
TOTAL ASSETS... $ 7,410 $10,432 +$ 3,02 a 
LIABILITIES TOTA 
Accounts Payable ........ Srl $ 342 $ 251 = $ 9 LIAB 
(XSI Ga CR ota anrmeeee 712 841 + Debt 
Accrued Taxes ..... - Lees 2,254 359 — 1,895 Acces 
TOTAL CURRENT LIABILITIES ...... 3,308 1,451 — 1,9 Fe 
T 
BUI ooo poco cs cenchenerscsaysiese 629 + 629 _ 
Common Stock ............ SoA TE 1,051 1,051 Long 
Surplus ........... De a ea ee an eae 3,051 7,301 + 4,250 Comn 
TOTAL LIABILITIE $ 7,410 $ 10,432 4+ 93,02 Ha 
WORKING CAPITAL . Seoccccuce: $ 5,017 4+$ 3,29 Wor) 
GUI RRERNTIRINTUO 0 cssnsensccshscttvcssesbonoonn : 1.5 4.4 + 29 CURRI 
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NATIONAL DISTILLEKS - 
———— See =a) wuste 
z (Ss naa =] Adjusted — Adjusted —— 
a eT SLES eeu 6 i ——] Price Range —— 40 Price Range—— 45 
: ea —j—__- 1929 - 1935 —4 1929 - 1935 — 
= ERTENESY 2m coi (ee? | High — 153 = ——J High - 68 — 
——— SRE SE Low -1s —4 Low ~1/32 —} 
{ T aa T 
=== SS =: es ieee 
+ 
= SENN Sk RRR SAE See 
{ t 
+ > on + 
t + 
+ + 
— ies Tt r 
TFunaed Debt: $70,000,000 ——"t i 
—jsns. Common: 7,977,771 - no par — REESE 0 
+Fiscal Year: Dec. 31 a z Came! 2) ame 
] Serre ae Sern Ses =: = : 
ae a — —-—+-——— 4+ -—- + u _ 
es ES CS CS Sra 
{—_ 
i a at iH 
— | 
————} THOUSANDS OF SHARES - 
aren Be a3 
Ciaesee Isss 
30 — re 1944 | 1945 | 1946 | 1947 | 1948 | 1949 | 1980 | 
14 | 1.09 | 1.16 | 1.12 2.38 | 1.01 | 1.66 | 1.53 | 1.13 | 1.96 | 3.07 | 2.71 | 2.29 tate 
66 “66 6 668 1.00 oe ae .67 -67 .76§ | 1.30 4 1.30 1.40 ow. 
L7_-| 90.3 52.1 67.0 4.1 4.8 ‘| 4.2 5.4 8.3 $.3 11,7_ | 13.4 14.3 _| we Gp sual 










































































NATIONAL DISTILLERS PRODUCTS CORPORATION 


BUSINESS: Company is one of the leading units in the liquor and wine 
industry, operating numerous distilleries that produce long established 
brands. The business includes domestic and imported wines and the manu- 
facture of chemicals. 


OUTLOOK: The present military influences find this large distiller in a far 
more favorable position to maintain stable earnings than was the case 
during World War Il. Since 1945, stocks of bonded whiskies have been 
built up to record proportions and their costs have been reduced by more 
favorable grain prices in recent years. Under limited warfare, it seems 
unlikely that the distillers will have to convert for the production of alcohol 
on any scale, but if this became necessary and restricted output of blended 
whiskies, current large stocks of bonded whiskey could be sold with wide 
margins, or would be available for blends to considerable extent. If short- 
ages occurred, present heavy promotional costs would be lowered, thus 
tending to stabilize earnings. Recent completion of a $10 million plant 
to produce metallic sodium and chlorine provides diversification into the 
chemical field, and the venture should prove profitable. Heavy advertising 
expenses in the first half of 1950 moderately reduced net earnings to $1.27 
per share from $1.38, but due to large scale war scare buying by dealers 
in the second half, a marked improvement in net should result. The company’s 
financial status is impregnable, with total current assets of $184 million 
on December 31, 1950, compared with current liabilities of $30 million. 
Large earnings in postwar should cushion the weight of excess profit taxes. 


DIVIDENDS: The company’s unbroken dividend record extends back to 1935. 
Strong finances and reasonable earnings offer protection to the 50 cents 
quarterly dividends. 


MARKET ACTION: Recent price—23% compares with a 1950 high of 2436 
and a low of 20%. The current yield is 8.7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1940 1949 Change 
ASSETS (000 omitted) 
Cash $ 1,938 $ 18,355 +$ 16,417 
Receivables, Net ....... 22,553 41,937 + 19,384 
Inventories 36,278 124,524 + 88,246 
TOTAL CURRENT LIABILITIES 60,769 184,816 + 124,047 
Plant and Equipment ; 17,518 50,006 + 32,488 
less Depreciation 4,965 13,951 + 8,986 
Net Property wine an 12,553 36,055 + 23,502 
Investments wath 5,928 8,218 + eae 
Other Assets : 975 6,642 + 5,668 
TOTAL ASSETS weave $ 80,225 $235,731 ++ $155, 506 
LIABILITIES 
Debt Payable $ 2,633 $ —$ 2,633 
Accounts Payable .... ; 3,356 7,854 + F 
Accruals 4,458 22'686 + 18,228 
TOTAL CURRENT LIABILITIES : 10,447 30,540 + 20,093 
Long Term Debt ..... 21,108 40,000 + 18,892 
Common Stock . Re, peer 28,176 59,568 + 31,392 
Surplus Nee tee 20,494 105,623 85,129 
TOTAL LIABILITIES . UPR ee oe Nn $ 80,225 $235,731 +$155, 506 
WORKING CAPITAL . rs $154,276 +$103,954 
CURRENT RATIO ........ : Pe ectineete poe 5.8 6.0 - ‘2 
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SQUARE D COMPANY 


BUSINESS: Electrical control equipment and precision aircraft instruments 
are the company’s primary products, supplemented by a wide range of 
electrical devices and a substantial amount of built-to-order specialties. 


OUTLOOK: With world markets showing active interest in Square D products, 
and the company’s aircraft instrument division in receipt of expanding busi- 
ness, volume should rise rather substantially under the influence of limited 
warfare. Rising backlog orders of the Kollsman Instrument Division, stemming 
from the Air Forces, tend to create optimism by the management over the 
outlook for stepped-up operations. Completion of a major portion of the 
company’s postwar expansion is bearing fruit in the form of increased output 
and more satisfactory cost controls. Despite a six weeks strike in Square D’s 
Detroit plant in the second quarter, net earnings for six months advanced 
to $1.26 per share against $1.16 the year before. Due to the prominence 
of military output in over-all operations, the company should be assured 
of allocations for ample quantities of essential materials that may be in 
tight supply, thus enhancing the prospect for smooth operations. Good labor 
relations for several years to come are in prospect due to satisfactory 
contract terms recently agreed upon. The June 30, 1950 balance sheet 
reveals that holdings of cash and marketable securities total $7.4 million, 
thus covering current liabilities of $5.2 million by a wide margin. Allowing 
for $12 million receivables and inventories, a current ratio of 3.7 results, 
indicating a very satisfactory financial status. 


DIVIDENDS: Payments have been made without? interruption since 1936. 
Last year a 40 cents year-end extra supplemented quarterly dividends of 
25 cents a share. Similar liberality seems likely in 1950. 


MARKET ACTION: Recent price—19 compares with a 1950 range of high— 
1958, low—15%. A yield of 7.4% is probable. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 June 30 


ASSETS 1940 1950 Change 
(000 omitted) 
Cash $ 1,006 $ 4,987 +$ 3,981 
Marketable Securities 2,530 + 2,530 
Receivables, Net 1,589 2,879 + 1,290 
Inventories 3,301 9,161 + 5,860 t 
TOTAL CURRENT ASSETS $ 5,896 $ 19,557 +$ 13,661 
Net Property 2,477 4,448 + 1,971 
Other Assets 323 1,304 > 981 
TOTAL ASSETS $ 8,696 $ 25,309 +$ 16,613 
LIABILITIES 
Notes Payable $ 600 +$ 600 
Accounts Payable 748 1,106 ao 358 
Accruals . 155 1,414 + 1,259 
Accrued Taxes 2,135 2,081 — 54 
TOTAL CURRENT LIABILITIES 3,038 5,201 + 2,163 
Long Term Debt 600 oe 600 
Reserves 39 -- 39 
Preferred Stock 2,000 — 2,000 
Common Stock 421 6,887 + 6,466 
Surplus 3 3,198 12,621 + 9,423 
TOTAL LIABILITIES $ 8,696 $ 25,309 +$ 16,613 
WORKING CAPITAL $ 2,858 $ 14,356 $ 11,498 
CURRENT RATIO WZ 3.7 + 2.0 



























































































































































































































































































































































































































































BUSINESS: Company is a major factor in the paper industry, operating 
41 mills in 14 states, and three in Canada. Output largely centers on multi- 
wall bags and special printing papers, though production of plastics affords 


diversification. 


OUTLOOK: Postwar capital investments totalling $55 million have placed 
St. Regis Paper in’ a good situation to operate more profitably in a period 
like the present when demand for the company’s paper products is of 
record proportions. Facilities to manufacture more than 260,000 tons of 
multi-wall bags for the very active cement, lime, flour, sugar and chemical 
industries enhance volume potentials, while ability to produce annually 
about 25 million pounds of Panelyte plastics, now in broad demand, lends 
encouragement to the picture. In the current year when prices for both 
pulp and manufactured products have risen substantially, fully integrated 
operations tend to establish satisfactory margins on expanded sales. The 
intensified military activity suggests a broad demand for heavy duty bags 
by the Armed Forces, and possibly for special plastic items as well, although 
civilian demand should normally keep St. Regis operating at capacity for 
some time to come. Volume of $71.3 million for the first half of 1950 was 
well above a year earlier, in reflection of which net earnings rose by 37% 
to 74 cents a share. Since the company experienced two of its most pros- 
perous years in 1947-48, the impact of EPT may be lessened. From our 
appended table it will be seen that in the last decade working capital has 
expanded to a peak of $41.5 million, while a current ratio of 4.6 indicates 


sound finances. 


DIVIDENDS: Although with the exception of one year, the company has 
operated profitably since 1936, prior to 1947 earnings were retained to 
build up working capital. A quarterly rate of 15 cents has been maintained 
since the start of 1949, leaving room for possible improvement. 


MARKET ACTION: Recent price—10% compared with a 1950 high of 105 
and a low of 75. The current yield is about 5.6%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 

940 1949 
ASSETS (000 omitted) 
Cash $ 3,091 $ 12,076 
Marketable Securities 3,992 
Receivables, Net ....... 2,667 12,212 
Inventories a 3,628 24,856 
TOTAL CURRENT ASSETS 9,386 53,136 
Plant and Equipment 40,868 130,066 
Less Depreciation 13,849 42,045 
Net Property .. 27,019 88,021 
Investments 23,068 4,996 
Other Assets 293 2,212 
TOTAL ASSETS $ 59,766 $148,365 
LIABILITIES 
Funded Debt—Current $ 138 $ 2,907 
Accounts Payable 1,241 3,688 
Accruals 1,201 2,288 
Accrued Taxes 2,717 
TOTAL CURRENT LIABILITIES 2,580 11,600 
Reserves : 269 4,100 
Other Liabilities 66 219 
Long Term Debt 5,769 43,450 
Preferred Stock 5,187 17,821 
Common Stock . 20,603 25,853 
Surplus . 25,292 45,322 
TOTAL LIABILITIES 59,766 $148, 
WORKING CAPITAL $ — $ = 


CURRENT RATIO 
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BUSINESS: Company is a leading producer of various automotive com- 
ponents, such as bumpers and springs, and in World War II was one of the 
principal suppliers of armor plate for tanks. 


OUTLOOK: As General Motors, Ford and Chrysler are the most important 
customers of Standard Steel Spring, volume and earnings in the current 
year have shown consistent gains, and as long as the automobile industry 
continues to be above-average active, operations should remain very satis- 
factory. Due to the expanding Defense Program, the company expects very 
soon to convert two of its plants to the production of armor plate, a logical 
step in view of highly successful experience with this specialty in the last 
war. Letters of intent from makers of military tanks and armored vehicles 
indicate increasingly sizable business for the steel plate division, although 
the management expects to fully satisfy all demand from civilian sources. 
After absorbing certain conversion costs, the additional production should 
tend to widen over-all margins despite tight pricing on indirect Federal 
business. Ability to handle a huge amount of armor plate business is shown 
by peak total sales of $114 million in 1945 in contrast to peacetime volume 
of $53.3 million in 1949. In the last four years, net earnings have risen 
steadily to $4.22 a share in 1949 from $1.08 in 1946, while in the first 


half of 1950 $2.70 per share was earned. Ample finances are indicated by | 


ST. REGIS PAPER SRT —y STANDARD STEEL SPRING sss 
Adjusted =| Adjusted 
Price Range — Auto Parts Price 
1929 - 1935 —}2 1929 - 19% 
High - 49% — High - % 
lw —-1 —18 : Low ~ § 
- 16 : : - 
Term Debt; Funded Debt: None 
Sie $4 40 Ist Pfd A: 178 bag pee t Shs.” $2 Cv Pfd:. 97,500: - $50 par 
6 A: 178,207 - $100 par + 14 : ; 
Shs. Common; 5,170,714 - $5 par t Ss. : 1,956,494 - $1 par 
wiacal vear- Ag ~4 5 Fiscal Year: Dec.’ 31 
T +--+ ——f12 : — 
} Tr - n 
5 ru tT 1 - + 10 . : J 
r T —I = a hI t 
Ht } I 8 x tt Ht 
tH : - - 
' z fe ; = +5 : tt D ft 
; THt 6 t ——tryF —t = t 
: 5 — 44H - — 
4 4 ir iii 4 ——— ‘ir t ne a 
Hi ri mu 
: lt t ‘|: = 5 hid 0 +H 
D : It ; a ; —. 
THOUSANDS OF SHARES I — {}+-— - - - ; THOUSANDS OF SHARES — 
[a TS a ST aS | Ts ; 1330 : r T 
— + = sr ee } e rer Tr IE {} : : io ae EE 8 = 
—} tt ee = i ; : : an T + TT enn 
adaaa salted flea lls ak : Q : L -_ i dasastlaaal 1 Prva PM PY Terrrer yy Teel 
1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 = 1939 1940 1941 1942 1943 1944 19485 1946 1947 1948 1949 1 
06 he i a ae 35 | .37 45 | .99 | 2 2.71 | .90 eaan| 30 86 | .16 | 83 1,09 | 1,02 | 1 1,07_| 2,28 | 3.82 | 4.22 
3 = = : : : - : 25 .80 | .60 ow.| I. 27 oat .2T .27 09 | .50 25 .50 50 | 3 75 
6.2 6.8 6.3 9.8 8.8 18.4 23.0 | 29.0 | 36.4 | 43.0 Mi 1.1 8 1.6 1.8 4.5 5.0 5.5 6.5 fe 11.5 | 16,9 
ST. REGIS PAPER COMPANY STANDARD STEEL SPRING COMPANY @ 





record working capital of $16.9 million at the end of last year. The com. | 


pany’s earnings base for prospective EPT taxes has favorable characteristics. 


DIVIDENDS: Shareholders have received dividends regularly since 1935, 


the annual rate advancing from 25 cents a share in 1945 to $1.75 last year. | 


eae: 


Quarterly dividends of 40 cents have been paid so far in 1950 and a year: | 


end extra may follow. 


MARKET ACTION: Recent price—24 compared with a 1950 range of high— 
25, low—18%. Based on 1949 dividends the current yield is 7.2% 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 

940 1949 Change 
ASSETS (000 omitted) 
Cash xg 383 $ 7,531 +$ 7,148 
Receivables, Net we 854 5,943 + 5,089 
Inventories ; noe ae 1,049 7,616 + 6,567 
TOTAL CURRENT ASSETS ............. 2,286 21,090 + 18,804 
Plant and Equipment 3,995 21,949 + 17,954 
gen HPBUTBELENTION ........0s00c:ncascocsscssoresastoeeies 1,905 8,106 + 6,201 
Net Property ......... 2,090 13,843 4+ 11,753 
Other Assets ...... cen 958 475 _ 483 
TOTAL ASSETS : $ 5,334 $ 35,408 +$ 30,074 
LIABILITIES 
Accounts Payable $ 1,083 $ 2,313 4+$ 1,230 | 
Accruals RE te ee. 65 1,605 + 1,540} 
Accrued Taxes ...... ee 283 223 _ 60 | 
TOTAL CURRENT LIABILITIES 1,431 4,141 + 2,710] 
Long Term Debt 1,087 — 1,087 
re 1 — " 
Preferred Stock ................0:0000ccee 4,875 4+ 4,875 
SGUAON TSIEN. <oestccesesesssscsssssceeseearens 1,095 1,756 + 66 
iS eee 1,710 24,636 + 22,926 
TOTAL LIABILITIES ...... $ 5,334 $ 35,408 +$ 30,074 
WORKING CAPITAL oc. $ 854 $ 16,949 4$ 16,0% 

1.6 5.0 4+ 34 


CURRENT RATIO . 
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Will BOOM In... 


TEXTILES Continue? # 


By STANLEY DEVLIN 


Jecite manufacturing is a traditional war 
beneficiary. Enlargement of military forces involves 
abnormal increases in clothing requirements at a 
time when civilian demand is being stimulated by 
scare buying as well as by higher national income. 
Impact of the Korean war on this industry has been 
all that might have been expected under the circum- 
stances. Demand has become so urgent that capacity 
operations appear assured for some time to come. 

Although securities of textile producers never have 
attained high ranking in the investment world— 
chiefly because of‘‘feast-or-famine’’characteristics of 
the industry and consequent erratic records of earn- 
ings and dividends—they do have a place in the field 
of finance. In fact, since the industry has so materially 
strengthened its position in the last decade, probably 
textile shares deserve greater consideration than ever 
before. There is a vast difference in quality among an 
extensive list of companies representing the industry, 
and in appraising stocks it is necessary to consider 
particular branches of textiles served as well as the 
usual statistical measurements. 

Before taking up details of this discussion and 
considering individual companies, it may be well to 
examine several major generalities that account for 
the industry’s promising outlook. Principal favor- 
able factors include: 

(1) Consumption of clothing and other textile 
products has been stimulated by an impressive ad- 
vance in living standards consistent with a record 
high national income and by an unprecedentedly 
rapid growth in population in recent years. Out- 
standing technical and styling progress has gone far 
toward rousing consumer interest in apparel that 
otherwise would not have spurred demand. More- 
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over, military clothing requirements and re- 
plenishment of household inventories now 
have developed on a substantial scale to en- 
large normal demand. 

(2) Technological progress in manufacturing has 
helped to hold down inflationary labor costs and has 
prevented advances in clothing prices comparable 
with a relatively sharp rise in wage rates. In addi- 
tion, textile union leaders have adopted a realistic 
attitude in negotiating contracts in recent years and 
have been satisfied with concessions generally below 
the national pattern. This fact helps explain the con- 
sistent downtrend in the industry’s total labor force 
in the face of a persistent rise in the value of its 
product. * 

(3) Virtual elimination of ruinous competition has 
been achieved through concentration of a high pro- 
portion of manufacturing facilities in strong hands. 
Outmoded high-cost mills have been displaced with 
the result that a_ larger volume of business has been 
made available for efficient manufacturers. More- 
over, the spread of unionization in the South, tend- 
ing to stabilize production costs, has removed a major 
source of low-cost goods that created market dis- 
turbances in the past. 


Stabilizing Effect of Cotton Program 


(4) Probably more important than is generally 
realized is a stabilizing factor has been the Govern- 
ment farm price support program. The practice of 
purchasing and storing cotton at established support 
levels tends to prevent declines in raw materials that 
would warrant consumers to withhold buying orders 
in the hope of attaining better values. Inventory 
risks on the part of textile converters and manufac- 
turers are minimized when cotton is available around 
farm price support levels. Adoption of “‘last-in-first- 
out” inventory accounting procedures has_ been 
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Financial Data on Leading Textile Companies 








1949 ———First Half 1950——— 
Net Net 
Sales Net Net Per Sales Net Net Per Recent Div. Div. COMMENTS 
($ mil.) Margin Share ($mil.) Margin Share Price 1949 = Yield; 








American Viscose ................ $194.6 10.4% $ 9.33 $124.5 12.7% $ 7.50 92 $ 4.00  4.3%Reflecting recent price increases and enlarged 
volume from plant improvements, earnings 
may set new high above $16 a share and 
point to increased dividend. 





American Woolen .................. 132.1 1.6 1.18 63.1 1.6 53 33 3.50 10.6 Prospect of greatly increased military require- 
ments and improved profit margin raise hope 
of substantial recovery in earnings and re- 
sumption of dividends. 
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DINNERS BB e 50255<scctoyecs-cceve Re eer .40 ; : 65 8% .60 7.0 !mproved demand for furniture coverings, 
drapes and upholstery reflected in better 
results this year, but competition still is keen. 
Modest dividend seems assured. 





Burlington Mills oe, 263.4 69 4.31 199.1! 7.0 3.38 23% 1.50 6.2 Increased plant capacity and greater produc- 
tive efficiency contribute to rise in earnings 
which may approach $5 a share for 1950. More 
liberal dividend possible. 





Cannon Mills sistiinaisucS a “aa “0606 | 6728 ..... vue 50% 3.75 7.4 Scare buying of cotton goods,’ especially 
sheets, towels, etc., assures high rate of opera- 
tions and wide gain in earnings. Sizable year- 
end extra dividend indicated. 





fel 1 CLBRTTI TIT 





: i y 2.40 .4 Greater plant capacity together with price in- 
Celanese Corp. .. 171.2 12.0 3.19 105.6 20.3 361 37% . creases and urgent consumer demand may 
permit record earnings this year and encour- 

age hope of more generous dividend. 





92 : 2.11 14 50° 3.5 Higher activity, accompanied by rising prices, 
Duplan Corp. 43.2 7.0 3.34 36.9° 5.4 favorable for producers of raw materials. 
Situation points to further improvement in 

earnings, Dividend secure. 





3 dq, a. .5 Sharp improvement in June quarter indicated, 
Goodall-Sanford 44.8 2.7 1.88 24.4 a ~ = pointing to rebound in earnings in new fiscal 
year. Dividend resumption anticipated. 





. : “3 AY 3.007 5.4 Growing demand for tire cord as well as 
Industrial Rayon 49.6 19.3 6.01 32.8 20.8 — . growth in use of synthetics account for steady 
: rise in earnings. Net profit may reach $8 a 

share. Dividend secure. 





‘ 7 q 7 Boom in sales, aided by price increases, points 

Lowenstein & Sons .... 102.9 4.46 4.33 61.7 6.0 3.58 30% 2.00 6.4 cecaceue ee UNA tugs Cana, teckener 
ing year-end extra despite substantial costs 
for expansion plans. 





- . 3/ With sales registering rise of 25 per cent and 

Pacific Mills ; 98.8 3.8 4.16 57.3 6.4 _— os _— = consumer demand strong, earnings point to 
sharp improvement over 1949 and raise hope 
of liberal dividend. 





4 J Although earnings declined moderately in fis- 
Pepperell Mfg. ‘ 65.3 8.4 11.30 66.6% 6.6 9.10 63% 335 6 S39 oat ar a ae, Gees a te 
and wider margins suggest rebound in 195]. 


Increase in extra dividend seen. 
A. 


4 1 i 9.9 Wider margins and promise of increased 
Reeves Bros. 61.4 7.6 4M 2" 57 "a Se seaed volume point to earnings improvement in new 
fiscal year and possible year-end extra. Has 

strong position in apparel. 








i i 5 | With benefit of new lines and enlarged ca- 
Robbins Mills 35.1 10:36 4.47 18.7° 12.6 2.83 26% 100 3.8 yi goes con aksaien Manenae gu 
Earnings may reach $6.50 a share for year. 

Increased dividend foreseen. 





e Upturn in sales and improved margins in 
Stevens, J. P. 277.6 6.4 5.14 202.7" 7.3 4.24 42 275. 6:5 pence holt os Se aes ak abe a 
share for fiscal year nearing end. Year-end 

extra may be increased for 1950. 





d d V Benefits of operating economies and price in- 
ae sail es ms ae ad “0 creases expected to be reflected in second half, 
suggesting earnings gain sufficient to assure 

regular $1 dividend. 





: K tition in apparel lines indicated 
United Merchants & Mfg. 216.8 5.2 2.67 175.13 5.1 2.12 14% 1.00 7.1 ee eae Pb Peng pg Bs pace 
but outlook more promising for 1951. Regular 

$1 rate seems secure. 





5 St demand for uniform cloth and re- 
Wyandotte Worsted 18.4 9.4 2.90 7.6° 4.0 50 14% 1.50 10.4 ee Se setts eee Gael ext aoe 


of recovery. Earnings likely to cover dividen 
requirements. 





~—Based on 1949 dividends. 3_9 months ended March 31, 1950. ~—_ months ended May 31, 1950. 
1_9 months ended July 1, 1950. 4_Year ended June 30, 1950. =) months ended July 29, 1950. 
2—Year ended May 31, 1950. d—Deficit. 7—Plus stock. 
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widely accepted as another means of leveling out 
fluctuations in costs. These elements of strength not 
generally present ten or fifteen years ago have added 
a measure of safety which the investment public has 
been slow to appreciate. 

Reflecting rising national income and population 
growth, textile consumption was experiencing an 
impressive recovery from last year’s setback prior 
to the unexpected upsurge arising from the Korean 
war. Principal producers had attained very satis- 
factory results in the first six months of the year— 
especially in comparison with the below-average 
showing for the corresponding period of 1949. 

A rush of scare buying in sheets, blankets, towels, 
shirts, underwear, hosiery and other supplies that 
had become scarce in the previous war found inven- 
tories limited. Mills were swamped with urgent 
civilian orders and in addition the Quartermaster 
Corps issued invitations for bids to supply large mili- 
tary requirements. As a consequence, price cuts that 
had been in effect since the mild recession of early 
1949 were quickly withdrawn. Wider profit margins 
and increased volume hold out promise of substantial 
improvement in earnings for virtually all branches 
of the industry in the second half of 1950. 

Most mills already have sold capacity production 
for the remainder of the year and may be compelled 
to delay shipment of civilian goods if Government 
requirements are stepped up in line with the Admin- 
istration’s program for building up a military force 
of 3 million. The recent request by the Quartermaster 
Corps for 6.7 million yards of olive drab duck for 
delivery between November and January is an ex- 
ample of what may be expected'in the months ahead. 
If orders are allotted promptly, part of the require- 
ments may be filled at the expense of civilian needs. 

Sharply rising cotton and wool prices point to 
higher prices for knit goods and outer apparel by 
next spring. Accordingly, manufacturers and dis- 
tributors anxiously are building up inventories in 
the belief that profit margins may be increased in a 
general uptrend of selling prices. 

Shares of textile manufacturers have been recov- 
ering for some time in recognition of the improve- 
ment recorded earlier in the year. Evidence of gains 
over 1949 is found in the fact that textile production 
as measured by the Federal Reserve Board index 
rebounded impressively from last year with an aver- 
age for the first six months approximating 175 com- 
pared with a consistent decline in the corresponding 
period last year from 160 to below 125. Effects of 
this progress on individual companies are indicated 
in the accompanying tabulation of earnings, divi- 
dends, etc. Substantial gains in profits may be noted. 


The Rayon Industry 


As mentioned previously, in appraising represen- 
tatives of the textile industry it is necessary to dis- 
criminate among various fields of activity. Rapid 
growth in synthetics, for example, has been little 
short of spectacular. Virtually all companies identi- 
fied with rayon have enjoyed above-average gains. 
It may be noted in this connection that expansion in 
rayon has been attained at the expense of cotton goods 
and that, with cotton prices again around record 
high levels, the competitive position of rayon is as 
strong as ever. 

_ Over the last quarter of a century, domestic produc- 
tion of rayon has jumped from less than 53 million 
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pounds annually to more than one billion pounds. 
This type of textile material now accounts for more 
than 18 per cent of total fibre consumption compared 
with only 1.5 per cent in 1925. At same time, cotton 
consumption has dropped from about 89 per cent of 
total domestic supplies in 1920 to 72 per cent last 
year. Wool has remained almost stationary at about 
10 per cent of consumption. 

Popularity of rayon and price advantage account 
for its continued rapid growth this year. In the first 
six months, shipments scored a gain of 46 per cent 
to a total of more than 600 million pounds, but in 
spite of this upsurge, stocks on hand at the end of 
June amounted only to about 20 million pounds con- 
trasted with almost 69 million a year earlier when 
production had been substantially curtailed. Sales 
of the three principal producers rose about 40 per 
cent in the first six months, while earnings registered 
an even greater increase. Despite higher costs inci- 
dent to overtime operations, net profit in the second 
half promises to widen in reflecting increased quota- 
tions and manufacturing efficiencies. 

Cotton goods manufacturers appear destined to 
fare well this year, but may be headed for slackening 
demand and keener competition in 1951 unless mili- 
tary requirements remain exceptionally large. Urgent 
civilian demand sparked by the Korean situation is 
not expected to continue indefinitely, and much of 
this buying is of a “non-recurring” nature. 

So far as this year is concerned, however, highly 
satisfactory results seemingly are assured. Leading 
mills are booked at capacity virtually through the 
remainder of 1950 at prices well above levels pre- 
vailing in the first half. An indication of price im- 
provement is found in the fact that a popular print 
cloth which had been selling at about 23 cents a yard 
early in the year and had declined almost 5 cents by 
April recently has rebounded to around 26 cents a 
yard. Large orders were booked by mills at 22 and 
23 cents in July after war-scare buying had depleted 
retail inventories. 

An unusually small cotton crop this year, estimated 
at perhaps 10 million bales, also has contributed to 
the industry’s strong statistical position. Domestic 
requirements and normal exports are expected to 
reach more than 14 million bales in the current crop 
year. (Please turn to page 694) 
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By PHILLIP DOBBS 











a he paper industry has experienced vigorous 
progress on an increasing scale throughout 1950 thus 
far, with strong indications of a sellers’ market pres- 
ently that may continue through the remainder of 
the year. As this applies rather fully to all divisions 
of the group, much improved earnings should be 
reported by most of its components and a trend 
towards more liberal dividends has featured the 
record of more than one concern already. The out- 
look for generous year-end distributions by a good 
many paper manufacturers is quite bright. 

Production of paper and paperboard has been at 
peak rates for several months past and backlog 
orders have reached such proportions that deliveries 
in the third quarter should establish new high rec- 
ords. It has been notable that even prior to the 
Korean crisis, when seasonal influences normally 
would have caused demand to recede, the continued 
high level of general business activity caused in- 
coming orders to pile up impressively. Since July, 
the scramble by customers to accumulate inventories 
has forced some paper makers to operate in excess 
of rated capacity. When this demand subsides, if it 
does so, unit sales in the final quarter might lessen 
somewhat, but price advances should prove an offset 
and tend to stabilize dollar volume at that time. 

According to the Department of Commerce, cur- 
rent production is running at a rate that promises 
to establish a new annual record of more than 23 
million tons of paper and paperboard in 1950. This 
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the previous record set in 


first five months of 1950, 
total output of 9.6 million 
tons was 19% higher than 
in the corresponding pe. 
riod of 1949, and since 
then the tally has progres. 
sively risen. 

The Washington author. 
ities feel confident that 


paper and paperboard can 
readily supply all antici- 
pated needs of both civil. 
ian consumers and _ the 
Government. Defense 
spending arising from the 
Korean flare up should add 
about 4% to the nation’s 
total demand for goods 
and services. On this basis, 
the official view is that the 
paper industry could com- 
fortably absorb a_ good 
deal more than the pro- 
jected increase. In any 
event, the Government re- 
quirements for paper and 


board in the remainder of . 


1950 will not amount to 
major tonnage and will 
probably take only a small 
percentage of over-all pro- 

duction. 
These generalities, how- 
ever, do not allow for rela- 
tively strong demand for special types of paper and 
paper items. Products needed to package military 
food, clothing and other equipment will involve sub- 
stantial tonnage, while stepped up activities in office 
work to implement the defense program will sharply 
expand Federal demand for white papers. The 
American and Pulp Association concurs in the Con- 
merce Department’s optimism over production po- 
tentials, since the industry’s total capacity has been 
expanded to around 2414 million tons versus 1614 
million tons a decade ago. In other words, there 
would still exist a leeway of more than a million 
tons if 1950 output fails to rise above 23 million tons. 
Accelerated demand since July, though, greatly 
stimulated an up-trend in prices for all grades of 
paper and board, as well as of pulp and waste paper, 
the sole exception being newsprint, the quotations 
for which have remained steady for third quarter 
deliveries. The rush by customers to accumulate in- 
ventories has been so marked that the institution of 
advanced prices seemingly has been no deterrent, and 
in fact may have served to create fear of further 
price rises. As might be expected, inventory needs 
have expanded at every level, from paper manufac- 
turers to wholesalers, with the pressure on non- 
integrated paper manufacturers becoming especially 

heavy. 

In the circumstances, the substantial rise in back- 
log orders has practically eliminated all business on 
a spot delivery basis. (Please turn to page 696) 
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Financial Data on Leading Paper Companies 





Net 
Sales 
($ mil.) 


Net 
Margin 


Net 
Sales 


($ mil.) 


Net Per 
Share 


———First Half 1950——— 


Net 
Margin 


Net Per 
Share 


Recent Div. 
Price _ 1949 





Champion Paper & Fibre $ 84.9! 


10.3% 


$ 7.55 $ 22.72 





Container Corp. of Amer... 114.7 


7.6 


8.46 





Crown Zellerbach W719 


X 





Dixie Cup 





Gair, Robert 


Gaylord Container 





| Great Northern Paper 
Hinde & Dauch........ 
International Paper 415.5 


xX 


Kimberly Clark 
x 





Lily Tulip 





<< 


11.0 


6.12 


66.08 


48.3! 12.6, 


Invest- 
Div. ment 
Yieldt+ Rating 





COMMENTS 





11.7% $ 2.32 38'%4 $ 2.00 


5.2% BI 


Strongly entrenched in white 
paper trade. Firm prices and 
large demand point to high level 
earnings. Recently advanced 60 
cents quarterly payments should 
hold. 





72 461 492 4.00 


2.00 38 2.00 
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124° 


ce, 





7.44 


1.31 


5.68" 230.9 


5.29 








62 


4.46 





| National Container . 31.4 


| 
| 


8.2 


IS 


1 24.6 


14.6 


125.17 


8.58° 4258 1.12. 


98 12% 9 70 


1.02 20% 


- to. a 2.80 


7.5 1.39 —-1838 1.35 


3.74 54% 2.00 


96 666 38° 


3.51 35% 1.14 





|Rayonier .... 48.7 — 


12.2 


4.75 


4.48 37% 


150 7.4 


2.00 5.3 


8.0 Bl 





1950 earnings may rise to $10 
per share, due to heavy sales 
and satisfactory prices. Capacity 
operations indicated. 75 cents 
quarterly dividends conservative. 





pre 


e434 


Completion of new facilities 
should expand current year’s vol- 
ume and earnings, with output 
near peak. Recently advanced 50 
cents quarterly dividends secure. 
Broadened markets and enlarged 
capacity favor growth potentials. 
Earnings amply cover 3112 cents 
quarterly dividends, hence in- 
creased liberality possible. 





TF CH 


Heavy backlog orders assure well 
maintained activity for some 
time, aided by firm prices, A 
year-end extra may supplement 
10 cents quarterly dividends. 





BI 


6.6 


7a GA 


c+1 Leading newsprint producer ex- 


Price factors and plant improve- 
ments likely to improve earnings 
in second holf year. 37/2 cents 
quarterly dividends should prove 
stable. 





periencing strong demand. Ending 
of drought conditions suggest 
improved earnings, and 60 cents 
quarterly dividend should hold. 





Operating at near capacity, but 
rising costs of raw materials may 
restrict margins. Current earnings 
rate could permit year-end extra. 
30 cents quarterly rate safe. 








3.6 Bl 


Very favorable operating condi- | 
tions suggest 1950 earnings above | 
1949. Advanced 75 cents quar- 
terly payments on increased num- 
ber of shares should hold. 





BI 


Improved diversification and en- 
larged facilities aid to strengthen 
earnings uptrend. Outlook satis- 
factory and small doubt that 
earnings will continue at ad- 
vanced 60 cents quarterly rate. 





Bl 


Vigorous progress indicated for 
full 1950, due to improved prod- 
ucts and market acceptance. 
Quarterly dividends of 45 cents 
a share seem well assured. 





_ 


C+ 








Substantial backlog orders and 
favorable prices point to con- 
tinued uptrend in earnings. Sta- 
bility indicated for 15 cents 
quarterly dividends. 





Cc+1 


Heavy demand from rayon in- 
dustry benefits operations. Cur- 
rent rate of earnings very widely 
covers 50 cents quarterly divi- 
dends. 25 cents extra paid in 
August. 





St. Regis Paper............. 127.3 
X 


4.3 


21 70.9 


6.0 74 10% 





83.5 


Sutherland Paper aE 29.0 


6.7 


a 


3.03 47.2 


18.3 


7.8 2.02 44 7.31 


70 351 44 2.50 


5.9 c+1 


Advanced prices and capacity 
output causing earnings to rise 
from 1949 depressed level. 15 
cents quarterly dividends should 
easily continue. 





3.0 


Bl 


56 





Union Bag & Paper.... 65.4 


11.4 


5.01 35.6 


13.6 2.50 


7.2 BI 


B] Outlook bright for widened mar- 





Steady uptrend in volume and 
earnings well maintained. Ad- 
vanced 50 cents quarterly divi- 
dends on recently split shares 
(2-1) could be further liberalized. 








gins on large sales. 1950 earn- 
ings in substantial uptrend. A 
liberal year-end extra should 
supplement 50 cents quarterly 
dividends. 

extra, supplementing 50 cents 
September regular dividend, re- 
flects higher earnings from in- 
creased sales. 





West Va. Pulp & Paper 88.4 
WwW 


10.2 


9.31 46.35 


10.4 





5.05 6: 3.00 


4.6 Bl 


Large scale postwar improve- 
ments paying off substantially. 
A year-end extra of $3 per share 
has been declared. 





+—Based on 1949 dividends. 
‘Year ended March 31, 1950. 





“—Quarter ended June 30, :1950. 


3_6 months ended June 30, 1950. 
4_Quarter ended July 31, 1950. 
5_12 months ended June 30, 1950. 





5_ Adjusted for 25% stock div. payable Sept. 22, 1950. | 
712 months ended July 31, 1950. 
8_6 months ended April 30, 1950. | 
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By PHILLIP DOBBS 














by he paper industry has experienced vigorous 
progress on an increasing scale throughout 1950 thus 
far, with strong indications of a sellers’ market pres- 
ently that may continue through the remainder of 
the year. As this applies rather fully to all divisions 
of the group, much improved earnings should be 
reported by most of its components and a trend 
towards more liberal dividends has featured the 
record of more than one concern already. The out- 
look for generous year-end distributions by a good 
many paper manufacturers is quite bright. 
Production of paper and paperboard has been at 
peak rates for several months past and backlog 
orders have reached such proportions that deliveries 
in the third quarter should establish new high rec- 
ords. It has been notable that even prior to the 
Korean crisis, when seasonal influences normally 
would have caused demand to recede, the continued 
high level of general business activity caused in- 
coming orders to pile up impressively. Since July, 
the scramble by customers to accumulate inventories 
has forced some paper makers to operate in excess 
of rated capacity. When this demand subsides, if it 
does so, unit sales in the final quarter might lessen 
somewhat, but price advances should prove an offset 
and tend to stabilize dollar volume at that time. 
According to the Department of Commerce, cur- 
rent production is running at a rate that promises 
to establish a new annual record of more than 23 
million tons of paper and paperboard in 1950. This 
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the previous record set in 
booming 1948. During the 
first five months of 1950, 
total output of 9.6 million 
tons was 19% higher than 
in the corresponding pe. 
riod of 1949, and since 
then the tally has progres. 
sively risen. 


The Washington author. 


paper and paperboard can 
readily supply all antici- 
pated needs of both civil- 
ian consumers and _ the 
Government. Defense 
spending arising from the 
Korean flare up should add 
about 4% to the nation’s 
total demand for goods 
and services. On this basis, 
the official view is that the 
paper industry could com- 
fortably absorb a_ good 
deal more than the pro- 
jected increase. In any 
event, the Government re- 
quirements for paper and 


board in the remainder of . 


1950 will not amount to 
major tonnage and will 
probably take only a small 
percentage of over-all pro- 

duction. 
These generalities, how- 
ever, do not allow for rela- 
tively strong demand for special types of paper and 
paper items. Products needed to package military 
food, clothing and other equipment will involve sub- 
stantial tonnage, while stepped up activities in office 
work to implement the defense program will sharply 
expand Federal demand for white papers. The 
American and Pulp Association concurs in the Com- 
merce Department’s optimism over production po- 
tentials, since the industry’s total capacity has been 
expanded to around 2414 million tons versus 1614 
million tons a decade ago. In other words, there 
would still exist a leeway of more than a million 
tons if 1950 output fails to rise above 23 million tons. 
Accelerated demand since July, though, greatly 
stimulated an up-trend in prices for all grades of 
paper and board, as well as of pulp and waste paper, 
the sole exception being newsprint, the quotations 
for which have remained steady for third quarter 
deliveries. The rush by customers to accumulate in- 
ventories has been so marked that the institution of 
advanced prices seemingly has been no deterrent, and 
in fact may have served to create fear of further 
price rises. As might be expected, inventory needs 
have expanded at every level, from paper manufac- 
turers to wholesalers, with the pressure on non- 
integrated paper manufacturers becoming especially 

heavy. 

In the circumstances, the substantial rise in back- 
log orders has practically eliminated all business on 
a spot delivery basis. (Please turn to page 696) 
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Financial Data on Leading Paper Companies 





-----— 1949————-——  — —-—First Half 1950——— 
Net Net Invest- 
Sales Net Net Per Sales Net Net Per Recent Div. Div. ment 
($ mil.) Margin Share ($ mil.) Margin Share Price 1949 Yieldt+ Rating 





COMMENTS 





Champion Paper & Fibre $ 84.9! 10.3% $ 7.55 $ 22.72 11.7% $ 2.32 38% $ 2.00 5.2% BI 








Container Corp. of Amer... 114.7 76 8.46 660° 7.2 £4461 49% «400 80 B] 1950 earnings may rise to $10 


Strongly entrenched in white 
paper trade. Firm prices and 
large demand point to high level 
earnings. Recently advanced 60 
— quarterly payments should 
old. 





per share, due to heavy sales 
and satisfactory prices. Capacity 
operations indicated. 75 cents 
quarterly dividends conservative. 





Crown Zellerbach .............. 171.9 11.0 6.12 483! 126 2.00 38 2.00 5.2 C+I 
x 





Completion of new facilities 
should expand current year’s vol- 
ume and earnings, with output 
near peak. Recently advanced 50 
cents quarterly dividends secure. 





Ny ON csc nn vEnsccecs ca? oe al on 8.58° 425 112026 CHI 





Broadened markets and enlarged 
capacity favor growth potentials. 
Earnings amply cover 31) cents 
quarterly dividends, hence in- 
creased liberality possible. 





Gair, Robert ...ccu. 42.8 6.2 131 246 9.8 ac. a ae rs ee ee 


Heavy backlog orders assure well 
maintained activity for some 
time, aided by firm prices. A 
year-end extra may supplement 
10 cents quarterly dividends. 





[Gaylord Container... 51.6 80 1.77 269 88 1.02 20% 150 74 BI 
| 


Price factors and plant improve- 
ments likely to improve earnings 
in second half year. 37/2 cents 
quarterly dividends should prove 
stable. 








Great Northern Paper... — - 2 - - te a 280 66 C+I 





|Hinde & Dauch . ae Ss oe we 7.5 1.39 «18% = 1.35. 7.3. C1 Operating at near capacity, but 


Leading newsprint producer ex- 
periencing strong demand. Ending 
of drought conditions suggest 
improved earnings, and 60 cents 
quarterly dividend should hold. 





rising costs of raw materials may 
restrict margins. Current earnings 
rate could permit year-end extra. 
30 cents quarterly rate safe. 











International Paper... 415.5 12.4 5.689 230.9 146 374° 54% 2.00 36 BI 
x 





Very favorable operating condi- | 
tions suggest 1950 earnings above | 
1949. Advanced 75 cents quar- 
terly payments on increased num- 
ber of shares should hold. 





Kimberly Clark 113.2 77 5.29 125.1) 96 6.66 38. 165 43 BI 
x 





| 
| 
ee 





Improved diversification and en- 
larged facilities aid to strengthen 
earnings uptrend. Outlook satis- 
factory and small doubt that 
earnings will continue at ad- 
vanced 60 cenis quarterly rate. 





Lily Tulip ........... i 288 6.2 446 186 7.4 3.51 35% 1.14 3.1 BI 





Vigorous progress indicated for 
full 1950, due to improved prod- 
ucts and market acceptance. 
Quarterly dividends of 45 cents 
a share seem well assured. 








National Container 31.4 8.2 95 18.2 





Rayonier bis 48.7 12.2 475 31.0 163 448 37% 200 53 C+ 


| 
| 
| 





Substantial backlog orders and 
favorable prices point to con- 
tinued uptrend in earnings. Sta- 
bility indicated for 15 cents 
quarterly dividends. 
Heavy demand from rayon_in- 
dustry benefits operations. Cur- 
rent rate of earnings very widely 
covers 50 cents quarterly divi- 
dends. 25 cents extra paid in 
August. 











St. Regis Paper... 1273. 43 91 «709 6.0 74 10% 60 59 £41 
x 


Advanced prices and capacity 
output causing earnings to rise 
from 1949 depressed level. 15 
cents quarterly dividends should 
easily continue. 








Scott Paper _. 83.5 6.7 3.03 47.2 7.8 202 “eS Go BI 
x 


Steady uptrend in volume and 
earnings well maintained. Ad- 
vanced 50 cents quarterly divi- 
dends on recently split shares 
(2-1) could be further liberalized. 








Sutherland Paper . 29.0 «5.5 4.62 18.3 70 351 44 «250 56 °° BI 


Outlook bright for widened mar- 
gins on large sales. 1950 earn- 
ings in substantial uptrend. A 
liberal year-end extra should 
supplement 50 cents quarterly 
dividends. 





Union Bag & Paper... 65.4. 11.4 5.01 35.6 13.6 3.23 34% 2.50 7.2 BI 


Declaration of 50 cents a share 
extra, supplementing 50 cents 
September regular dividend, re- 
flects higher earnings from in- 
creased sales. 











Mast Vo. Pulp & Paper 88.4 10.2 9.31 4635 10.4 5.05 64% 3.00 46 BI 


Large scale postwar improve- 
ments paying off substantially. 
A year-end extra of $3 per share 
has been declared. 





'_Year ended March 31, 1950. 4_Quarter ended July 31, 1950. 7—12 months ended Jul 





*—Based on 1949 dividends. 3_6 months ended June 30, 1950. 5_Adijusted for 25% stock div. payable Sept. 22, 1950. | 


“—Quarter ended June 30, 1950. 5—12 months ended June 30, 1950. 8_6 months ended April 30, 1950. | 





y 31, 1950. 
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Mixed Market 


Having recovered about 80% 
of the June-July slump by the 
third week of August, there are 
good reasons why the industrial 
average subsequently flattened 
out. At a level only some 5% or 
so under the June bull-market 
high, there are enough uncertain- 
ties in foreign affairs and tax 
prospects to restrict new buying. 
On the other hand, the current 
statistics on business, earnings 
and dividends are excellent, mak- 
ing many investors reluctant to 
sell, especially since cash is not 
too attractive as inflationary ten- 
dencies continue. So demand for, 
and supply of, stocks are fairly 
closely balanced. With rails the 
chief exception, most of the war- 
baby groups had advanced sharply 
enough to require at least a cor- 
rective pause. There are some ten- 
tative indications that this may 
have been completed, with some 
of these groups showing renewed 
strength. Action of utilities re- 
mains unimpressive. 


Rails 

The rail average had risen to 
another new high for the 1949- 
1950 cycle; and at this writing is 
very close to its 1948 high. How- 
ever unattractive most rail stocks 
may be as long-term, peacetime 
holdings, the factors now deter- 
mining investment and trading 
sentiment on them are clearly 
favorable, and may well be so for 
a considerable time to come. 


680 


Hence, with the average still at 
a moderate level in its historic 
price range, the uptrend might 
go substantially further. A good 
level of traffic is assured. Rail 
earnings are rising sharply from 
the low first-half base. As was 
recently demonstrated by the ac- 
tion of Seaboard Air Line in going 
from a 50-cent to a 75-cent quar- 
terly rate, some dividend boosts 
are possible, if not probable. 
Finally, rails would have a fav- 
ored status under an excess profits 
tax with a_return-on-capital 
option. 


Speculation 


This writer can see speculative 
appeal in some lesser grade rails 
for a temporary holding period of 
three months or more—and three 
months is the holding period for 
long-term capital gains, for tax 
purposes, in the pending interim 












tax bill, against six months here- 
tofore. Hence, the percentage is 
not with the best-quality stocks. 








It is with those which had de- | 
pressed earnings for some time 
heretofore, and which can benefit | 
sharply in a semi-war economy 
because of operating in highly in- 
dustrialized territories. Two ex- 
amples are New York Central and 
Fennsylvania. The former is 
priced around 141% at this writ- 
ing. It sold above 35 in 1946. Earn- 
ings this year may double 1949's 
$1.51 a share; and a resumption 
of dividend payments would not 
be surprising. Pennsylvania is 
now around 18. It sold above 47 
in 1946. The 1950 earnings will 
be sharply above last year’s de- 
pressed 95 cents a share; and divi- 
dends probably will exceed last 
year’s 75-cent payment. A _pay- 
ment of 50 cents was made last 
April. 








Southern Pacific 

U. S. Plywood Corp. . 
Armstrong Cork 

Celatex Corp. 

Union Pacific R. R. System 
Lockheed Aircraft Corp. 
Merck & Co. 

Crown Zellerbach Corp. 
Seaboard Air Line R. R. 
Motor Products Corp. 





INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1950 1949 

7 months July 31 $5.79 $3.49 
July 31 Quarter 1.57 39 

. 6 months June 30 4.07 2.80 
9 months July 31 1.32 76 
7 months July 31 5.54 3.17 
6 months June 30 4.29 2.08 
6 months June 30 1.96 1.49 
July 31 Quarter 2.00 1.28 
7 months July 31 5.34 2.62 

. Year June 30 11.70 6.97 
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Splits . 


Stock splits have .been more 
numerous during the past several 
years than at any time since the 
speculative spree of 1928-1929. 
The total number probably will 
show some decline this year; and, 
as things look now, it is hard to 
imagine that there will be many 
next year, aS war-economy shifts 
and taxes take a deeper bite out 
of corporate earnings. Most stock 
splits are associated with high 


_ market prices, and the latter are 


generally related to high per- 
share earnings. Splits effected, or 
announced, so far this year in- 
clude Allied Chemical, Consoli- 
dated Gas of Baltimore, General 
Motors, Libbey-Owens-Ford, 
Mathieson Chemical, Minneapolis- 
Honeywell, National Steel, Skelly 
Oil and Youngstown Sheet & 
Tube. Among likely candidates for 
splits are Goodrich Tire now 
around 108; Amerada Petroleum, 
around 140; American Viscose, 
around 92; U. S. Gypsum, around 
105; and Minnesota Mining & 
Manufacturing, discussed _ else- 
where in this issue, around 107 at 
this writing. In more cases than 
not the new shares of a split stock 
command a higher total market 
price than did the stock before it 
was split. 


Bombers 


The difficulties we have met in 
fighting a relatively small-scale 
land war in Korea make it all the 
more obvious that, in planning 
against the contingency of war 
with Russia, there must inevitably 
be very great emphasis on heavy 
bombers and atom bombs. The 
chief makers of long-range bom- 
bers are Boeing and Consolidated 
Vultee. These appear to be among 
the best aircraft stocks to own. 
Boeing earned $4.08 a share in 
1949 and will no doubt better that 
this year, even allowing for higher 
taxes, for it netted $5.51 a share 
in the six months ended June 30. 
The indicated dividend rate is $2, 
but might well be increased. The 
stock is now around 38, a new 
high since 1937 when it reached 
493)... On a new basis of accoun- 
ting, Consolidated Vultee earned 
$1.88 a share in six months to last 
May 31, against 68 cents in the 
like 1949 period. Net for the fiscal 
year ending November 30 will be 
Sharply above 1949’s $1.60 a 
Share. Resumption of dividends 
seems likely before long. The stock 
1S around 16. It sold above 33 in 
1946 ; above 35 in 1945. Peak earn- 
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ings in World War II were $8.67 
a share. 


Liquors 

As we swing into a semi-war 
economy, instead of just anticipa- 
ting it as is now the case, people 
will spend less for durable goods 
and more for some other things. 
The latter will include liquor. In 
volume of sales, the leading com- 
panies are Distillers Corp.-Sea- 
grams, Schenley, National Distil- 
lers and Hiram Walker, in that 
order. On the basis of average 
1946-1949 earnings, all have a 
good EPT position, but this is 
more so for National and Schenley 
than for the others. Hiram Walker 
is outstanding in several respects. 
It has no funded debt. The others 
do. Its earnings and dividend 
trends during the last several 
years have been the best in the 
industry. On the basis of latest 
annual earnings, Schenley is the 
cheapest on earnings with a price- 
earnings ratio of 4.6. Walker is 
next at 5.2, followed by Distillers 
Corp. at 5.6. National is highest at 
about 8 times earnings ; but cheap- 
est on yield at 8.3% currently, 
comparing with 6.5% for Schen- 
ley, 5.6% for Walker and 5.3% 
for Distillers Corp. Schenley is 
generally the speculative leader. 
However, in a general rise in 


liquors, the stocks will move 
pretty much in line. 
Rubbers 


The Big Four tire companies— 
Goodyear, Firestone, U. S. Rub- 
ber and Goodrich—have an excel- 
lent EPT position; and a good 
volume outlook, even though 1951 
sales may be down somewhat. 
Goodrich, smallest in sales, has 
by far the best postwar record as 
regards operating margins and 


share earnings. This is substan- 
tially allowed for in the stock’s 
current price of 108, which com- 
pares with a 1946 bull-market 
high of 8814 and 1937 pre-war 
high of 5014. The performance of 
Firestone, as to earnings and 
market action has been next best, 
followed by that of Goodyear, with 
U. S. Rubber the tail-ender. Fire- 
stone is at 735% at this writing, 
against 1946 high of 8314 and 
1937 high of 413%. Goodyear is at 
6114, against 1946 top of 77 and 
1937 peak of 473%. U. S. Rubber, 
a duPont-controlled company, was 
the market leader of the group 
before the war, reaching a 1937 
high of 7232; but only 80 in 1946 
and only 47 at present. Margins 
and share earnings have been the 
least impressive among the four 
companies. However, the stock 
yields over 6% on the amply cov- 
ered $3 dividend, and is priced 
at less than 8 times last year’s 
relatively poor $5.62 a share. Net 
could easily be $8 to $9 a share 
this year. The runners-up seem 
underpriced, relative to Goodrich. 
On an investment basis, that is 
most clearly so for Firestone. U.S. 
Rubber, however, is normally ad- 
dicted to wider percentage moves. 


Yields 


Under the pending tax bill, and 
in the $10,000 to $12,000 tax 
bracket, a 5% gross yield on a 
stock becomes 2.95% net, against 
3.33% at present, a sizable shrink- 
age; and the tax bite in the 1951 
legislation will be still deeper. In 
the $50,000 to $60,000 bracket, a 
5° gross yield becomes 1.10% 
ret under the pending bill, against 
1.70% at present. In the top brac- 
kets, of course, common stock in- 
vestment makes no sense except 

(Please turn to page 698) 


























DECREASES SHOWN IN RECENT EARNINGS REPORT 

1950 1949 
Ingersoll Rand 6 months June 30 $3.62 $4.82 
Lerner Stores Corp. 6 months July 31 85 1.41 
Northwest Airlines Inc. . June 30 Quarter -05 2.19 
Pet Milk .. June 30 Quarter 2.06 2.57 
Humble Oil & Refining Co. 6 months June 30 + 2.99 3.69 
American Tobacco Co. June 30 Quarter 1.71 1.96 
Northern Natural Gas Co. 6 months June 30 1.40 1.46 
General Cigar Co. 6 months June 30 -06 .68 
Abbott Laboratories 6 months June 30 1.39 1.53 
Neisner Brothers, Inc. ......... 6 months June 30 .43 64 
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By E. K. A. 


Retail trade statistics indicate that the first rush of scarce 
buying is just about over. Sales gains over last year, when the 
trend began to curve upwards after the earlier recession, have 

all but disappeared and 

fh many are wondering whether 
business may be in for some 

BUSINESS ACTIVITY reaction in the opposite di- 
PER CAPITA BASIS ; i in- 

eg yet rection, particularly once in 


stalment credit curbs are in 
200 et \ effect. Until they are, there 
may be another flurry in “big 
a ticket” sales, but thereafter 
the trend appears rather ob- 
scure since doubtless the 
July-August buying rush in- 
Two cluded much anticipatory 
{80 oo buying which ordinarily 
might not have been done 

until late in fall. 

The general belief is that 
business faces a temporary 
buying lull rather than a 
slump because buying power 
is large and, what with wage 
YEAR boosts coming thick and fast, 
aco will continue to rise despite 
higher taxes. Fear of future 
shortages remains, and 
with the threat of higher 
prices far from removed, the 
urge to “beat” price rises 
will continue to bolster re- 
tail trade. It may show some- 
what less than its customary 
seasonal bulge this fall but 
nothing like a slump that 
may cause any noticeable 
over-all production cutback. 
And whatever slack may oc- 
cur should be readily taken 
up by the expanding defense 
program. 

If, along the line, there is 
some easing of upward price 
pressures, it would be all to 
the good, but we are not too 
sanguine about it. Rather, 
the prospect is for a further 
uptrend in prices until con- 
trols are clamped down 
which is not an immediate 
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prospect. For this reason, one hears very little nowadays about 
inventory risks. In the hard goods field at least, rising inven- 
tories hold no terror; the general complaint is that stocks are 
difficult to replenish. It may not be quite the same in soft goods, 
but here too, prices have been firming and mark-downs be- 
come fewer. 

Speaking of inventories, brisk trade in July helped reduce 
total business stocks by some $800 million below June, with 
about half the decline showing up in retailers’ durable goods 
inventories. Manufacturers’ and wholesalers’ inventories were 
down by $200 million each. All this left total business stocks 
at some $54.6 billion at the end of July, with retail stocks alone 
at about $13.7 billion. Interestingly, inventories of automotive 
dealers accounted for almost all the decline in durables while 
non-durable goods inventories on balance were virtually un- 
changed. 

Tightening of instalment credit terms has been modest, there- 
fore won't affect much those merchants who have right along 
operated on sound credit terms. But those who “sold credit” 
as well as goods through ultra-easy terms must prepare for 
some loss of business; “nothing down and forever to pay” is 
out after September 18 and while its impending demise has 
stimulated some gaudy promotions, it is likely to be dead for 
a long time. Further credit curbs must be expected as infla- 
tionary pressures mount; present credit controls are unlikely 
to keep prices from going higher. 


Impending Let-down in Building 


Action to curb residential real estate credit, incidentally, is 
slated within the next month with restrictions striking across the 
board, hitting both private mortgages and those insured -or 
guaranteed by Federal agencies. This is bound to speed, if not 
intensify, the impending seasonal let-down in the building 
boom. Demand for real estate is also slackening because of the 
sharp rise in building materials and fears of materials shortages. 
Prices have risen fantastically in the last few months and there 
has been a good deal of speculative hoarding, some of the 
most unconscionable kind. Greed of this sort may well backfire 
(and fully deserves it), for would-be builders are in no mood 
to fill profiteers’ pockets with their hard-earned savings. While 
construction has hit another new peak in August, it is not likely 
to go higher. And quite possibly, the downtrend may become 
rather steep during the late months of the year, for reasons 
given. 

That the wage spiral is strongly on the ascendant was made 
clear by recent wage boosts, partly voluntary, in the auto in- 
dustry, with a growing tendency towards cost-of-living clauses 
in new wage contracts. 

As outlined elsewhere in this issue, it is another reason that 
argues strongly against anything but a purely temporarily 
easing of upward price pressure. 
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The Business Analyst 


= HIGHLIGHTS 


MONEY AND CREDIT—Common stocks edged forward a bit 
during the fortnight ended September 8, with the 100 high 
priced stocks reaching a new high since 1946. There were nine 
new group highs, including a new high since 1928 for the 
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sulphur group, and new all-time highs for the paper and 

petroleum groups. N. Y. bank stocks continued to creep for- TOTAL LOANS & 

ward; but thus far have not succeeded in recovering all of INVESTMENTS 

«their drop during the three weeks of war scare selling. Corporate 5 pple 

preferred stocks held virtually unchanged; but corporate bonds 6 ee | 
~~ and foreign government dollar bonds were off fractionally. 
wie Both issues of the Victory 22s sagged to the lowest prices since 
po June 25, 1949, reflecting the Federal Reserve Board's determin- 55 | 
wi ation to raise short term interest rates. Since our last issue, the 
nae Treasury has been compelled to accept progressively widening a DEMAND DEPOSITS 

discounts (rising interest rates on its weekly issues of 91-day « F ne al 

j as eos Weel 
-_ bills. However, during the first ten weeks of the current fiscal | f+ 45 Wwe 
with year, the Federal budget deficit has amounted to only $833 | ° INVESTMENTS IN 
ail million, against $3,142 million in the corresponding interval a U.S. GOVERNMENTS 
ial last year, and the Federal gross debt has grown only $475 ° wel ™~, oe 
orn million. During the ten weeks, the Federal Reserve has pumped 2 35 ee ONE AW CIRCULATION 
we $871 million of credit into the banking system, which has = 
wee served to about neutralize the otherwise deflationary effects eens Cans 
shile of a $233 million rise in the amount of currency in circulation | 25 a aa 
un- | anda decline of $653 million in our monetary gold stock. An _ 

accompanying rise of $623 million in member bank reserves ee aR 
odie merely reflects disbursements from Treasury and non-member 
long bank accounts with the Federal, the inflationary effects of is k 
dit” which are merely temporary since such deposits will have to a Oe ae | 
= be rebuilt eventually. The drain of $653 million on our mone- ye ‘ities 
"is tary gold stock, plus an expansion in currency circulation, at ' Seeeiin 
on the present rate would in less than four years bring the 5 i | | | | aang | | | | | | | | | 
re reserve ratio down from its present 54% to the legal minimum | JFMAMITASONDI FMANIJASOND | 
nfla- of 25%. Deflation waves of this character, however, have a 1949 
kely way of gaining momentum—particularly if only half-hearted _ 

efforts are made to remove the basic causes of inflation. In 

planning for the future, it might be prudent to weigh the pos- 

sibility of a financial crisis within a few years. To drive this COMMODITIES—Commodity futures and raw materials spot 
site point home, it may be noted that our loss of monetary gold indexes climb to new all-time highs. 
or in the past ten weeks has been at an annual rate of $3.4 
Ae billion. For the last 42 weeks of fiscal 1950, the drain was BUSINESS ACTIVITY continued to creep upward during the 
€ cot at an annual rate of only $0.5 billion. fortnight ended September 2, but at a somewhat more leisurely 
ding TRADE—Scare buying from department stores continues to rate than during the corresponding interval last year, so that 
£ the wane. Sales throughout the nation during the week ended the margin of year-to-year increase narrowed a bit to 13.4%. 
1ges. September 2 were only 5% ahead of last year, against 14% * * * 
here in the previous week and a four-weeks’ average of 14%. For the month of August, this publication’s BUSINESS INDEX, 
f the Gain for the year to date has been merely 4%. Our excess at 207.5% of the 1935-9 average, rose to a new all-time 


-kfire of exports over imports shrank in July to only $63 million— high—4.5 points above July, and 14.4% ahead of August, 
nood smallest since June, 1941. Exports of $47 million under the 1949. On a per capita basis, the August index registered 
Vhile arms aid program accounted for $47 million of our export 177.1% of the 1935-9 average, compared with 173.5 for 
ikely gap. Imports climbed in July to $711 million—second largest the previous month and 157.4 for August of last year. 


come _—' Monthly volume in our history. Exports dropped $102 million, * * * 
ysons «0: $774 million, lowest in five months. Canada eases curbs CONSTRUCTION outlays in August rang up a new all-time 
Aca more than two years ago upon imports from the high of $2.7 billion. Expenditures on new housing reached 
nade . S. A. Our own Commerce Department has tightened export $1.25 billion, 60% more than a year ago 
1o in- Controls on cattle hides, steel and some electrical and other ; j : : ; 
auses Products. Object is to curb the growth of shortages and keep 
strategic products from communist areas. ‘ a expanded in —_ a> sea Lyrae 
that IND waite : -42 million above a year ago and a new all-time high. About 
rarily fr USTRY—Business continues to expand, though at a slower aif of the additional workers were recruited from the ranks 
pace. Seasonal slackening possible this autumn. August em- 


ployment at new all-time high. (Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
oneal SORENESS (e) Aug. 1.26 1.18 129 1.55 (Continued from page 638) 
Cumulative from mid-1940 Aug. 400.1 398.8 385.9 13.8 
of the unemployed, which declined 1.19 
FEDERAL GROSS DEBT—$b Sept. 6 257.8 257.8 256.4 55.2 million to a year’s low of 2.5 million. Re- 
MONEY SUPPLY—$b entry of women into the labor market con- 
Demand Deposits—94 Centers Aug. 30 49.0 48.6 46.8 26.1 tributed no small part to the remaining 
Currency in Circulation Sept. 6 27.3 27.1 276 10.7 half of the year’s rise in the nation’s work 
BANK DEBITS—13-Week Avge. force. ool amie oo 
New York City—$b Aug. 30 9.83 9.36 8.55 4.26 ; , 
93 Other Centers—$b Aug. 30 14.18 14.01 11.87 = 7.60 Cash DIVIDENDS disbursed in June and 
— July were 8% ahead of the corresponding 
PERSONAL INCOMES—$b (cd2) June 218 217 208 102 two months last year. 

Salaries and Wages. June 145 144 137 66 * * * 

Proprietors’ Incomes____________ | June 43 4) 42 23 Stepped up Government STOCKPILING, 

Interest and Dividends _________ | June 7 18 17 10 along with industry’s scramble to build in- 

Transfer Payments June 13 14 12 3 ventories, and heavy export demand, have 

(INCOME FROM AGRICULTURE) June 19 19 21 10 boosted prices for non-ferrous metals in 
POPULATION—m (e) (cb) Aug. 1520 151.7 149.4 1338 the gray market to fantastic heights. For 

Non-Institutional, Age 14 & Over__ | Aug. 110.9 1108 1098 #1018 strategic reasons, the Munitions Board has| 

Labor Force ine. 66.2 65.7 65.1 57.5 omitted mention of items slated for heavier | 
Military Aug 1.34 1.31 1.47 1.89 | purchasing, but did issue the following list | 
Civilian SS stains Aug. 64.9 64.4 63.6 55 | Of metals and other materials of which 

Unemployed ha. 25 3.2 37 3 | further large acquisitions are not contem- 

fe iy 62.4 61.2 59.9 51. | Plated at present: agar, antimony, bauxite, 
In Agriculture _ Ave. 8.2 8.4 8.5 30 | celestite, chromite, emetine, graphite, hyo- | 
Non-Farm hone 54.2 52.8 51.4 43.8 | scene, iodine lead, mercury, mica, quinine 

At Work ins: 50.0 45.9 471 43.2 | rutile, sperm oil, tantalite and vanadium. 

Weekly Hours Aug. 42.3 37.7 41.8 42.0 * * * 

Ren tigen Saey~h Aug. 2.11 1.73 1.97 1.82 European buyers are offering 10% 

EMPLOYEES, Non-Farm—m (Ib) hal “44.0 44.0 426 37.5 above domestic prices here for the critically 

Government — aly 57 58 57 48 scarce cadmium, an important metal for 

Factory ily 12.1 12.1 112 11.7. | making munitions. Cadmium is produced in 
Weekly Hours July 40.4 40.4 38.8 40.4 | the U.S. only as a by-product of zinc 
Hourly Wage (cents) July 146.1 145.4 140.8 ~=——-77.3_—| Smelting. 

Weekly Wage ($)_ July 59.02 58.74 54.63 21.23 * * * 

PRICES—Wholesale (Ib2) Sept. 5 175 w72 533 92.5 Under present military plans, ZINC sup- 

Retail (cdlb) Pil 1875 1857 1883 116.2 plies will run about 6,000 tons a month 

cost OF Live (es) behind demand. Stocks are already lowest 

“a July 172.5 170.2 168.5 = 100.2 in nine years and down to a week's supply. 

elites July 210.0 ° 2046 201.72 113.1 Domestic and foreign demand for LEAD is 

July 184.7 185.0 188.5 113.8 | also running sharply ahead of supplies. | 
Rent July 124.4 123.9 120.7 107.8 * * * | 
RETAIL TRADE—$b Military and stockpiling needs for COP- 

Retail Store Sales (cd) July 12.20, 11.96 10.21 4.72 | PER will be stepped up about 8,000 tons a 
Durable Goods July 4.70 4.52 3.37 1.07 | month. In June, prior to the Korean war, 
Non-Durable Goods______——— | July 7.50 7.44 6.84 3.65 | total demand was running about 7,000 | 

Dep't Store Sales (mrb)_________. | July 0.80 0.79 0.60 0.42 | tons a month behind supply. | 

Retail Sales Credit, End Mo. (rb2)_— | July 10.86 10.39 8.13 5.46 +e Fi A 

MANUFACTURERS’ Despite, and partly because of, the pres- | 

New Orders—$b (cd) Total________ | June 22.6 20.3 16.3 14.6 | ent unprecedented business boom, it is, 
Durable Goods June 10.6 8.9 6.5 7.1 possible that autumn may witness some | 
Non-Durable Goods___________ | June 12.0 11.4 9.8 7.5 seasonal LET-DOWN in prices and business 

Shipments—$b (cd)—Total_ June 20.7 19.9 17.6 8.3 activity which could be accentuated by 
Durable Goods____________ | June 9.5 8.9 77 4.1 subsidence of the upsurge in inventory buy- 
Non-Durable Goods____________ | June 11:2 11.0 9.9 4.2 ing. Housewives have already had enough | 

BUSINESS INVENTORIES, End Mo. | of this buying spree. 

Total—$b (ed)____________ | June 55.3 55.1 55.4 28.6 * * * 
Manufacturers’ _____ ss] Junie 31.7 31.3 32.9 16.4 When COMMODITY PRICES soar to new 
Wholesalers’ —_.___ im 9.3 9.3 8.8 4.1 | all-time highs, as some have in recent 
Retailers’ — “en “M4 13.7 8.1 | weeks, it is time to stop, look and listen! 

Dept. Store Stocks (mrb)- ___ | June 2.1 2.3 2.0 1.4 The inevitable sharp reaction, when it 

BUSINESS ACTIVITY—1—pc Sept. 2 177.8 177.8 159.6 141.8 comes, will of itself halt the buying spree | 

(M. W. S.)—1—np Sept. 2 208.6 2085 1840 146.5 | and lure hitherto hoarded goods into the 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) July 197 199 161 174 market. Hide prices, for example, have ad- 
Mining July 146 151 123 133 vanced 40% since the Korean outbreak, 
Durable Goods Mfr. July 235 237 185 220 and tanners are booked sixty days ahead. 
Non-Durable Goods Mfr July 181 184 154 151 The Tanners’ Council of America estimates 

CARLOADINGS—t—Total Sept. 2 852 837 704 833 that monthly shoe demand, military plus 
Manufactures & Miscell Sept. 2 398 392 333 379 | civilian, over the next six months will not 
i es Sept. 2 91 89 84 156 | exceed the June, 1949, level by more than 
ite Sania 51 52 45 43 10%; yet purchases of leather have in- 

creased many times that percentage and 

ELEC. POWER Output (Kw.H.) m Sept. 2 6,459 6,345 5,544 3,267 “today, you onl eden Gnd dak in ee tele 

SOFT COAL, Prod. (st) m Sept. 2 11.0 11.0 8.8 10.8 of South Street.” It was also pointed out 
Cumulative from Jan. 1 Sept. 2 321 310 326 446 that sharply greater hide imports during 
Stocks, End Mo July 52.0 51.4 69.1 61.8 | the first six months “will certainly offset the 

PETROLEUM—(bbls.) m | shrinkage experienced in domestic supply. 
Crude Output, Daily Sept. 2 5.8 i 4.8 4.1 * * * 

Gasoline Stocks. Sept. 2 1 106 105 86 Before long the usual autumn decline in 
Fuel Oil Stocks Sept. 2 a “ ™ building activity will begin to appear and 
Heating Oil Stocks Sept. 2 o ” 7 we the resulting deflationary influence of con- 

LUMBER, Prod.—(bd. ft.) m Sept. 2 861 891 715 632 tracting demand for building materials will 
Stocks, End Mo. (bd. ft.) b June 6.1 6.1 7.3 12.6 be accentuated by recently renewed curbs 

STEEL INGOT PROD. (st) m Daits 8.19 807 672 6.96 Se Rasa Pine nding 
Cumulative from Jan. 1 Aug. 63.4 55.2 58.5 74.7 Ps "a p F 

ENGINEERING CONSTRUCTION Korea has boosted plans for CAPITAL 
aarunlives a inci -_ ~— pi p> SPENDING which for the current half year 
es tie ns A have soared by over $1 billion. Plant and 

MISCELLANEOUS | equipment expenditures for full 1950 are 
Paperboard, New Orders (st)t — | Sept. 2 317 211 263 165 expected to hit $17.9 billion, almost as 
Hoisery Production (pairs)m_______ | June 151 150 143 150 much as the actual expenditures in 1949, 
Footwear Production (pairs)m______ | June 39.1 38.3 40.0 34.8 instead of the $16.1 billion anticipated 
Cigarettes, Domestic Sales—b July 27.9 32.8 25.8 17.1 at the beginning of the year. Second half 

Do., Cigars—m July 400 471 422 543 outlays are estimated at $9.8 billion com- 
Do., Manufactured Tobacco (Ibs.)m | July 16.2 20.1 16.6 27.6 pared with $9 billion a year ago. 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m— Millions. mpt—At mills, publishors, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: November, or week 


ended December 6. 
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No. of 1950 Ind (Nov. 14, 1936 Cl.—100) 

Issues (1925 Close—100) High Low Sept. 1 Sept. 8 100 HIGH PRICED STOCKS 96.58 85.27 95.95 96.58D 
325 COMBINED AVERAGE 155.4 134.7 153.9 155.1 100 LOW PRICED STOCKS 185.23 151.88 182.21 184.03 
4 Agricultural Implements 218.1 180.7 207.1 213.2 5 Investment Trusts 79.9 66.5 73.0 73.6 
10 Aircraft (1927 Cl.—100) 262.9 170.8 248.9 250.6 3 Liquor (1927 Cl.—100) 946.2 797.3 916.2 944.8 
6 Air Lines (1934 Cl.—100) 538.3 450.3 486.0 486.9 11 Machinery 165.5 140.6 160.2 160.5 
7 Amusement as 104.4 78.0 93.8 97.2 3 Mail Order 122.9 99.6 111.2 116.2 
10 Automobile Accessories 241.7 195.6 231.1 2272 3 Meat Packing 100.7 85.9 97.6 100.7B 
12 Automobiles : 37.3 28.5 36.9 36.2 12 Metals, Miscellaneous 190.9 139.9 184.1 190.9C 
3 Baking (1926 CI.—100) aoe 19.0 20.0 19.9 4 Paper 285.0 213.4 285.0Z 282.6 
3 Business Machines .... 276.5 226.5 256.4 257.4 30 Petroleum 308.4 241.8 302.4 308.4Z 
2 Bus Lines (1926 ClI.—100) 176.6 145.9 160.7 160.5 27 Public Utilities 153.7 127.7 133.1 133.1 
5 Chemicals ............. 304.2 256.4 286.1 281.2 5 Radio & Tv (1927 Cl.—100) 35.3 18.1 27.6 27.0 
3 Coal Mining ......... 14.3 11.3 13.6 14.2 9 Railroad Equipment 55.4 43.0 52.9 53.5 
4 Communication 61.6 41.9 55.6 54.9 24 Railroads 29.0 22.3 28.0 29.0B 
9 Construction . 64.9 51.3 55.5 55.0 3 Realty 35.9 30.7 34.6 34.4 
7 Containers .......... 342.1 282.1 323.0 326.3 3 Shipbuilding 166.2 139.7 154.4 156.7 
9 Copper & Brass . 109.3 80.3 107.6 108.3 3 Soft Drinks 391.6 295.9 305.1 313.5 
2 Dairy Products 78.3 68.1 75.8 76.8 15 Steel & Iron 129.2 96.1 126.5 126.9 
5 Department Stores 67.2 56.6 65.7 66.0 3 Sugar 60.9 48.7 60.5 60.9C 
6 Drugs & Toilet Articles 209.8 170.2 185.9 188.0 2 Sulphur 369.3 301.6 359.4 369.3U 
2 Finance Companies 361.8 253.8 271.9 257.0 5 Textiles 163.5 119.9 159.5 163.5B 
7 Food Brands .............. 181.4 162.0 180.6 179.0 3 Tires & Rubber 44.4 32.0 44.0 44.4D 
2 Food Stores ................ 108.0 86.3 97.3 99.4 6 Tobacco 88.2 77.3 81.0 80.8 
3 Furnishings ... 80.8 61.1 65.5 63.9 2 Variety Stores. ...................... 352.3 313.2 319.2 323.7 
4 Gold Mining 753.5 509.7 546.0 516.1 19 Unclassified (1949 Cl.—100).. 110.0 93.2 106.0 107.0 

New HIGH since: B—1948; C—1947; D—1946; U—1928. Z—New all-time HIGH. 
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Trend of Commodiiies 





During the fortnight ended September 9 the Labor Bureau's 
daily index of 28 basic commodities advanced to the highest 
level since February, 1948, while our own index of 14 raw 
material spot prices and the Dow Jones futures index scared 
to new all-time highs. Our index of raw material prices is 
now up 25% from a year ago. During the fortnight, rubber 
dipped 3%; but cotton was up 7%, hides 5%, wool 3%, zinc 
2% cents, copper and lead 2 cents, and platinum $13 an 
ounce. Tin, however, was off 5% cents. Urgent demand fer 
farm products was spurred by agriculture secretary Brannan’s 
statement to Congress that price controls would not be needed 
for domestically grown crops because of “abundant” supplies. 
(Apparently, if we are to have controls, they will apply to 
other than cost of living items, as in World War Il.) Grains 
were also buoyed by reports of heavy frost damage to the 


spring wheat crop in Montana. Price gouging for metals is 
rife in the gray market where zinc commands a premium of 
7 cents, copper 7¥2 cents, steel $100 a ton, scrap nickel 200% 
and cadmium 100%. Farm income this year is now expected 
to top last year. World production of fertilizer this year is 
expected to exceed last year’s record 14 million tons by 10%, 
In the fiscal year ended last June 30, for the first time in 
eight years, we imported more farm products than we ex. 
ported. Exports, at $3 billion, were off 21%; while imports, 
totaling $3.2 billion, were up 6% from the previous year. 
Principal drop in exports was a 47% cutback in wheat. Im- 
ports were swelled mostly by products not grown extensively 
here, such as cocoa, coffee, rubber, sugar, wool, hides and 
skins. Seasonal declines in farm product prices are currently 
under way as markets feel the pressure of large corps. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 

Sept.11 Ago Ago Ago Ago Ago 1941 

331.3 318.4 307.7 266.7 246.1 252.1 156.9 

351.9 343.8 331.2 264.8 248.1 250.5 157.3 

318.6 303.0 293.4 267.9 244.9 253.2 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Sept.11 Ago Ago Ago Ago Ago 1941 
360.9 361.2 348.0 327.3 305.0 305.9 163.9 
371.4 368.5 363.9 330.9 308.9 301.6 169.2 
310.3 296.5 282.7 242.4 218.8 229.9 148.2 


7 Domestic Agriculture 
12 Foodstuffs 
16 Raw Industrials 
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14 Raw Materials, 1923-25 Average equals aad 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 


High . 177.7 161.5 1640 95.8 85.7 78.3 658 93.8 
Low ... 134.2. 134.9 126.4 93.6 743 61.6 57.5 64.7 
686 
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Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 


High ; 190.1 146.2 184.4 111.7. 88.9 67.9 57.7 866 
low .. .. 140.8 128.6 123.0 986 58.2 48.9 47.3 546 
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Keeping Abreast of Industrial 


« and Company News ° 





Reminiscent of former war years comes news that 
Goodyear Aircraft Company is again busy building a 
huge blimp. Since the days 30 years ago when the 
Zeppelins astonished the public with their global 
flights, or since the tragic explosion of the “Hinden- 
burg”, no such monsters have been constructed. In 
view of Russia’s purported large fleet of submarines 
and the development of non-inflammable helium gas, 
it is hardly a surprise that the Navy should spend $5 
million on a modernized airship able to fly anywhere 
with record efficiency, if only to detect subs under- 
seas by radar. But other valuable uses, also, may be 
found for the new blimp. 


Due to current international uncertainties which 
may effect the availability of ships for American do- 
mestic trade, the United Fruit Company has an- 
nounced that service of its Refrigeration Steamship 
Line catering to Florida will be discontinued in the 
1950-51 shipping season. During the last season, this 
line handled more than 43% of the Florida citrus 
fruit sold on the New Yorb Auction Market. Despite 
this record, the decision to suspend operations was 
due to the uncertain outlook that shipping schedules 
could conform with the needs of Florida shippers. 


Pan-American-Grace Airways (Panagra) has de- 
vised a novel way to provide time-killing for the 
passengers on its giant DC-6s that fly along the West 
coast of South America. The hostesses and pursers 
have been trained in the technique of taking flight 
pictures from the lounge and large windows of the 
plane. Ansco cameras will be made freely available 
for anyone and films can be purchased from the 
cabin attendants, to be processed on the return home. 
The gorgeous mountain scenery of the Andes can 
thus serve as lasting reminders of the trip. 


A new super-refractory for lining high-tempera- 
ture furnaces which will meet or surpass the specifi- 
cations of any similar material on the market today 
and yet sell for one half the usual price, has been 
announced by The Babcock & Wilcox Company. The 
rew material will be known by the trade name of 
B& W Allmul, being produced from a base of mullite, 
a Well-known super-refractory substance. Allmul will 
not melt below 3300 F., a point nearly a third higher 
than the melting point of steel. Most refractories of 
this kind have been produced in small quantity and 
accordingly at high cost. Allmul will be made by mass 
production methods, thus explaining the relatively 
low price. 


Construction has started on a sizeable addition to 
the Development Laboratory of Abbott I aboratories 
at the North Chicago plant. The new facility will 
more than double the size of the existing structure 
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and together will function as a pilot plant where 
manufacturing details are worked out on a scale 
comparable to the operations in the main plant. When 
comp!eted, the new addition will add as much as 
24,000 square feet of floor space to the present build- 
ing. 


Armco Steel Corporation plans to spend at least 
$15 million dollars to modernize its Ashland, Ken- 
tucky plant. A modern slabbing mill will be installed, 
along with other rolling and processing equipment 
necessary to produce steel coils 72 inches wide. 
Armco developed the world’s first successful con- 
tinuous sheet rolling mill back in 1924, revolutioniz- 
ing the process. Introduction of the hot strip prin- 
ciple made the pioneer continuous mill out of date 
completely. For several years, the management of the 
company has recognized that to meet future compe- 
tition the Ashland mill would have to roll coils in- 
stead of sheets and accordingly is about to act along 
these lines. 


The increasing demand for paper milk containers 
has led International Paper Company to plan the con- 
struction of two new factories for the manufacture 
of these items. These new units will be placed in pro- 
duction in 1951 and will be the most modern milk 
container plants in existence. Specially designed 
equipment will produce a combined total of 45 million 
Pure-Pak milk cartons per month. Each plant will be 
in a single-story building with 50,000 square feet of 
space, one to be constructed in Atlanta, Georgia, and 
the other in Kansas City, Kansas. 


The TV manufacturing capacity of Westinghouse 
Electric Corporation will be nearly tripled upon com- 
pletion of a newly planned television plant in 
Methuen, New Jersey. Long range plans made 
months ago have now passed the blue print stage. The 
company has purchased a 50-acre tract from the 
Pennsylvania Railroad, ten acres of which will be 
covered with an ultra-modern plant with 400,000 
feet of floor space. The Methuen plant will serve as 
headquarters for the Westinghouse Television-Radio 
Division, but will be made adaptable to possible re- 
quirements of the military in cases of war. 


Compound engines that can outperform, econom- 
ically, any large power plants flying today have be- 
come possible through the developoment of a new 
turbosupercharger by General Electric Company, ac- 
cording to a recent announcement. This new equip- 
ment has been rigorously tested on the Pratt & Whit- 
ney R-4360-C engine and has been found to simplify 
its operation as well as to add more power. Engineer- 
ing results show that 32 percent more power can be 
attained in takeoff and 20% lower fuel consumption. 
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Average airspeed can also be increased. With the 
new power plant, a large transport could fly non-stop 
from New York to London, or from San Francisco to 
Honolulu; 10,000 pounds, or 75% more payload, 
could be added. 


Improved radiotelegraph service between the 
United States and Israel has been officially inaug- 
urated by Radio Corporation of America. The con- 
struction of modern high-power radio transmitters 
in Tel Aviv have now made possible communications 
with the United States without the use of foreign 
facilities for the first time. Dollar returns on trans- 
ocean messages will be shared equally with the Min- 
istry of Communications in Israel. 


Thousand line newspaper ads in 175 major mar- 
kets herald the start of an intensive promotional 
campaign undertaken by Audivox, Ine., successor to 
Western Electric Hearing Aid Division. A new hear- 
ing aid based on Bell Telephone designs will be 
featured in the campaign. The new Audivox 67 has 
the world’s smallest receiver, scarcely larger than a 
shirt button, and can offer the widest frequency 
range ever available to the hard-of-hearing. The 
tiny size of the device is expected to overcome the 
reluctance of many people with poor hearing to use 
such equipment, while by the use of “double mag- 
netic” action overtones never before available be- 
come possible. 


A new nation-wide private wire system, engi- 
neered and developed by the Western Union Tele- 
graph Company, will connect 188 banks in 54 im- 
portant cities. This ‘Bank Wire’, as it will be known, 
will be the largest and most modern communications 
system of its kind in the world. The project was 
planned to expedite banking transactions throughout 
the country, and may be expanded as time passes. In 
process of construction for the past eighteen months, 
this new system, facilitated by the most modern tele- 
typing equipment, will provide direct, confidential 
communications between all of its member banks, 
with instant reception. Any typist can readily oper- 
ate the equipment. The innumerable banking trans- 
actions, such as money transfers, security purchases, 
credit inquiries, foreign exchange and collections can 
now be accomplished at record speed on a country- 
wide scale. 


Defense spending has already injected new life 
into the industrial activities and plans of its numer- 
ous members, according to the New England Council. 
In the two week period ended September 5, manufac- 
turers in that area received Government contracts 
aggregating more than $31 million, spread over 42 
concerns. The largest contract went to American 
Woolen Company for $7.3 million of wool serge 
cloth, but several other orders for this same cloth, 
each exceeding $1 million in amount, were awarded 
to smaller mills. Orders for such items as parachute 
accessories, rubber gloves, mufflers, identification 
tags and telephone systems were very substantial. 
Encouraged by the influx of new orders, the Council 
reports that New England businessmen plan to spend 
as much as $44 million on new plants. 


The Lycoming-Spencer Division of Aveo Manu- 
facturing Company has been designated a major 
source of supply for tank and combat vehicle engines 
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under the new expanded tank program, according t [7 


a joint announcement by the Army Ordnance Corps 
and company officials. Lycoming during World War 
II was a leading maker of tank and aircraft engines, 
For reasons of military security no further details of 
the matter are given, but the company is preparing 
to tool up for production of a “large quantity” of air. 
cooled engines. 


The Firestone Tire & Rubber Company has stated 
intentions to construct a $5 million new tire plant at 
Des Moines, Iowa, with production planned to com. 
mence next spring. The facility will supplement a 
plant in the same location built by Firestone for the 
Government in 1944, for the manufacture of tractor 
and heavy duty truck tires. The management states 
that increased demand has motivated the additional 
construction. 


Advanced engineering designs are likely to accel- 
erate substanitally the production of numerous mv- 
nitions compared with the last war. Mullins Manufae. 
turing Company, for example, has built a new 
hydraulic press capable of operating with 3000 tons 
pressure. This huge machine is the first in the United 
States to be used for the “cold steel extrusion” 
process, and may sharply increase the production 
rate of artillery shells, at the same time reducing 
their cost. 


Farmers will take a liking to the newest hay baler 
now being introduced by the New Ho!land Machine 
Company, a division of the Sperry Corporation, be- 
cause the equipment can almost “think and talk”. 


 g 





' 


New Holland, which brought out the first twine baler } 


ten years ago, says the new model has a “warner’ 
that causes the engine to sputter in order to tell the 
operator the wire supply is running out. The equip- 
ment has several other improvements or advantages, 
including special hydraulic controls to keep bales uni- 
form regardless of crop characteristics, twin twist- 
ers that spin eight full twists of wire in two strands 
in less than two seconds, and a mechanism that picks 
up hay, presses it, slices it and turns out ten tons 
of baled hay each hour. 


According to the American Iron and Steel Institute. 
deliveries of steel products during the first seven 
months of 1950 totaled 40,232,505 net tons, estab- 
lishing a new high record in the long history of the 
industry. The total exceeded the like period a year 
earlier by about 2 million tons, and the correspon¢- 
ing span of 1949 by 2.7 million tons. Employment in 
steel averaged 643,000 persons in July, up 7100 from 
June. The total estimated payroll of iron and steel 
companies for the seven months period was mort 
than $1.3 billion, the highest ever recorded for @ 
similar interval, while in July hourly earnings at: 
vanced to $1.74 cents. 


Award to United States Rubber Company of Navy 
contracts calling for 134,000 yards of cotton duck 
will substantially increase backlog orders of the com: 
pany’s textile division. Greatly increased demand fo! 
Ustex, a high strength cotton yarn used for par 
chute harness webbing, has induced the managemel! 
to install much new equipment at its Winnsbor®. 
S. C., mills. Since the outbreak of war at Korea, the 
company has produced enough Ustex yarn for mort 
than a million yards of webbing. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 


[*) 


addressed envelope. 


. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


nn 


. Special rates upon request for those requiring additional service. 





Gulf Oil Corporation 


“As an old subscriber to your publica- 
tion, 1 would appreciate information as 
to Gulf Oil Corporation’s recent crude 
oil production, net income and prospects 
over coming months.” 

W. P., Saginaw, Michigan 


Operations of the Gulf Oil Cor- 
poration and _ subsidiary com- 
panies consolidated for the first 
six months of this year were 
higher in all major departments 
than for the same period of 1949. 
Sales of products were higher by 
22% and refinery runs were up 
24%. Crude production in the 
U. S., as limited by oil state al- 
lowables, was off 7° but produc- 
tion from all sources was up 9%. 

Net earnings for the first half 
of 1950 were $50,621,000 or $4.46 
per share, compared with $51,- 
442,000 or $4.53 per share for the 
first six months of last year. The 
1950 figure does not include $1,- 
350,000 representing the portion 
of earnings from sales in foreign 
currencies not yet converted to 
U.S. dollars or used for expendi- 
tures otherwise requiring U. S. 
currency. 

Gulf’s volume sales of refined 
products were reported as being 
84,600,000 barrels, compared with 
68,855,000 barrels for the first 
half of 1949, Despite this in- 
crease, earnings were less because 
average prices were substantially 
below those of a year ago. The 
picture has changed in recent 
months, however, and prices of 
most oil products have improved. 

Gulf’s refineries for the past 
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January 1—June 30 period were 
reported as processing 79,473,000 
barrels vs. 63,996,000 barrels dur- 
ing the same period of 1949. 
These increased runs were ex- 
plained as a result of greater de- 
mand for products plus enlarged 
capacity which resulted from in- 
stallation of new manufacturing 
units put into operation during 
the latter part of last year. But 
even with these added facilities 
company, as in previous years, 
still is a substantial purchaser of 
products required to make up the 
difference between its manufac- 
turing output and sales require- 
ments. 

Gulf’s worldwide crude oil pro- 
duction increased to 92,052,000 
barrels from 84,221,000 barrels 
from the corresponding half of 
1949. In common with others in 
the industry, the company’s do- 
mestic production was reduced be- 
cause of limited allowables set by 
conservation authorities in the 
various oil states. During recent 
months, however, the trend has 
been reversed for since last May 
production allowables have been 
raised and Gulf domestic produc- 
tion each month since then has 
been at an enlarged increase over 
the previous year. Because of 
stepped up deliveries to foreign 
customers and the long term con- 
tracts, Gulf’s oil production from 
Kuwait, in the Middle East, is 
running above last year. 

An aggressive program of 
crude oil exploration and develop- 
ment is continuing. Exploratory 


drilling is at a higher level than 
ever and a number of encourag- 
ing discoveries and extensions 
have been made. 

The company is in a strong fi- 
nancial position as working capi- 
tal is greater than at the end of 
1949 with properties, plants, and 
facilities expanded and modern- 
ized and the company is well pre- 
pared to meet future require- 
ments. Prospects over coming 
months continue favorable. 

Dividends in 1949 totalled 
$3.55 per share and $2.25 has 
been paid thus far in the current 
vear. 


International Silver Company 
“T am wondering whether the govern- 
ment will restrict the use of silver and 
other metals in the production of plated- 
ware and am particularly interested in 
earnings outlook for International Sil- 
ver Company.” 
S. C., Boston, Mass. 


Sales of International Silver 
Company in 1949 totaled $52 mil- 
lion and this year’s results are 
expected to exceed those of last 
year, according to the president 
of the company. 

Five important reasons for the 
impressive demand for silver- 
ware, he stated are: Fear that 
merchandise now available may 
be scarce by December; belief 
that prices will go higher ; definite 
knowledge that there will be no 
change in the excise tax on ster- 
ling silver and plated hollow- 
ware; greater interest on the part 
of young women in silver; and 
new sterling and plated-ware pat- 
terns designed for the youthful 
market. 

The company expects to be able 
to supply products in quantities 
adequate for the consumer de- 
mand. 

Orders taken recently at the 
National Jewelry Fair by Inter- 
national Silver were accepted sub- 
ject to prices prevailing at the 
time of shipment, and _ specific 
shipment dates were not guaran- 
teed. According to an official of 
the company, International would 
resist all price advances, but “‘it is 
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possible that increasing costs may 
force us to abandon this position.” 

“Prevailing conditions have not 
affected production of silver and 
likely will not do so in the near 
future,” he said. 

“There are no government re- 
strictions on the use of silver and 
other metals in the production of 
plated-ware. All raw materials— 
copper, nickel, zinc and other base 
metals—are now available and no 
change is evident.” 

Even if the government should 
find it necessary to impose restric- 
tions on the use of some of these 
base metals used to make plated- 
ware, according to the company, 
this would have no effect on the 
manufacture of sterling ware. 

Prospects over coming months 
appear satisfactory. 

Earnings on the common stock 
for 1949 ware $11.40 per share 
and net profit for the first half of 
1950 were $3.74 per share, com- 
pared with $3.55 in the first half 
of 1949. 

Dividends in 1949 totaled $6.00 
per share and $4.50 has been paid 
thus far in the current year. 


Clinton Foods 

“As the frozen food business is ex- 
panding, please advise recent sales and 
net income of Clinton Foods, Inc., for- 
merly Clinton Industries.” 

R. P., Dover, Delaware 

Clinton Foods is a leading man- 
ufacturer of corn products and a 
distributor of frozen foods. 

The frozen food line consists of 
fruit juice concentrates (orange, 
grapefruit, orange-grapefruit 
blend and grape), fruits, vege- 
tables, poultry and fish, all sold 
under Snow Crop label. 

Net profit for the 6 months to 
June 30, 1950 was $2,386,196, 
equal to $1.93 a share on 1,180,657 
shares outstanding and this com- 
pares with first half 1949 net 
profit of $1,900,540, equal to $1.99 
per common share on 955,697 
shares outstanding. 

Dividends in 1949 totaled $2.40 
per share and 20 cents monthly 
has been paid thus far in the cur- 
rent year. 

Recent acquisitions: In Febru- 
ary, 1950, company acquired, in 
exchange for 100,000 shares of its 
own common stock, all outstanding 
capital stock of L. Maxey, Inc., 
owner of a citrus property in 
Florida. The acquisition increased 
the company’s orange grove hold- 
ings to more than 7500 acres. 

In March, 1950, company ac- 
quired ownership of the Vendex 
Corporation network of fountain 
dispensers. 
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May 18, 1950 company an- 
nounced acquisition of Northern 
Idaho Frozen Food Plant at Lew- 
iston, Idaho, to process quick 
frozen foods and vegetables for its 
Snow Crop Marketeers Division. 

Consolidated gross sales for the 
year ended December 31, 1949 
were $73,174,963, compared with 
$54,110,176 in 1948. Net income 
in 1949 was $3,912,713, equal to 
$3.67 per common share. 


Armstrong Cork Company 

“Please furnish information as to re- 
cent Armstrong Cork Company’s net in- 
come, sales volume and dividends.” 

M. O., Detroit, Michigan 

Earnings of Armstrong Cork 
Company for the six months to 
June 30, 1950, increased to $6,- 
218,796, equal after preferred 
dividends to $4.07 a common 
share. In the corresponding 1949 
period, net earnings were $4,425,- 
276, or $2.80 a common share. 
Sales for the 1950 first half 
amounted to $85,936,210, com- 
pared with $81,612,391 a year 
ago. 

Sales for the first half of 1950 
registered a 570 gain and net 
earnings rose 40% compared with 
the like 1949 period. 

The improved earnings, in 
neither period give effect to the 
inadequacy of depreciation 
charges in relation to present high 
replacement costs of fixed assets. 

According to the president, “If 
these charges applying to the first 
six months of 1950 were calcu- 
lated at current prices, instead of 
being made on the original cost 
of the equipment, they would have 
to be increased by $1,100,000. Ac- 
cordingly, this sum was appropri- 
ated from earned surplus and 
added to the reserve as an interim 
provision for excess replacement 
costs. No such interim provision 
was made for the first half of 
1949,” he said. 

The gain in sales volume during 
the first half of 1950 resulted 
mainly from larger unit sales be- 
cause the company’s index of av- 
erage selling prices was about 5% 
lower than in the 1949 period. 

Prospects for a continuance of 
large volume of sales over coming 
months appears promising as the 
demand for company’s products 
for peacetime uses continues sat- 
isfactory. 

Armstrong’s foreign subsidia- 
ries in the first half of 1950 had 
combined sales of $9,957,025 and 
net earnings of $362,371. This 
compares with sales of $7,973,581 
and a net loss of $56,851 in the 
1949 half year. 
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Balance sheet as of June 30} 
1950 showed current assets ojf” 
$55,910,462 and current liabiliti«| 7 
of $15,329,268 leaving net curren} 
assets of $40,581,194. 

Location of company’s foreign] 
subsidiaries and net amount | 
which investments therein ar|_ 
carried on June 30, 1950 are} 
Spain — $3,366,535; England - 
$1,209,497; Canada — $1,094,809:| — 
French North Africa — $453,851:| — 
Portugal—$221,476; South Africa\ — 
—$7,969 ; total $6, 354, 137. He 

Dividends including extras to” ‘Sor 
taled $3.00 per share in 1949 ani ‘@> 
$1.80 has been paid thus far in, tic 
the current year. | 1 
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Cooper-Bessemer Corporation | pin 
“I have been a subscriber to you) _ abo 
magazine for 18 years and only on occa. "rec 
sion take advantage of your Personal” rec 
Consultation Service. Please advise r.| 
cent sales and earnings of Cooper-Bes| stil 
semer Corporation, dividends and proj pre 
pects over coming months.” 
N., Sandusky, Ohi: spit 

For the six months ended June} dro 
30, 1950, Cooper-Bessemer Corpo. now 
ration reported sales of $15,789, dec! 
885 against $16,100,413 in the} 





was 
first half of 1949. Net profit wa’ Cre 
$1,163,310, equal to $2.81 a com. out: 
mon share, compared with $1,! had 
259,222 or $3.03 a share in the| hig! 
first half of 1949. Full year 1949) “Ke 
earnings were $6.91 per common ‘a vat € 


share. Mito « 
Sales and earnings in the set| afte 
ond quarter of this year showed: rece 


marked improvement over result} still 
for the first three months whe, I 
deliveries were delayed to met sons 
the convenience of several large! ‘subs 
customers. In the first quarter 0 in s 
1950 sales were $6,881,000 an Flin 
net amounted to $301, 976, or Te Gyp 





affected by certain non-recurring’ sho\ 
expenditures, including the costs) lect 
of moving various clerical depart! ply 
ments to a new extension at th Co., 
main office building. This move” F 
however, should help balance in} dow 
creased costs of labor and mate’ seve 
rials in the second half. "earn 
Cooper-Bessemer’s backlog 4! shar 
orders has increased more than $1 fact 
million since the beginning of tht Gs 1 
year, bringing the total as of Jun evel 
30, 1950 to $13,560,000. This 1 By 
cludes an order recently receive’ trati 
from Transcontinental Gas Pipe rega 
Line Company, totaling more tha! Gen 
$4 million. The order, Cooper’ fror 
Bessemer explained, is in conne 90%, 
tion with the second phase of @! 6%. 
extensive program for supplyin! to 5¢ 
natural gas to the Eastern sé 6354 
board. The company has benefite’ Pain 
(Please turn to page 698) 
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War Babies Versus 
Peace Stocks 















(Continued from page 657) 


' This “double reversal”, as it 
might be called, is graphically il- 


eign 
It at 


CEE 
Sm i 









a Be lustrated in the accompanying 
id _|_ tabulation of price movements of 
B09: a number of war and peace stocks 
'g5].| With their identification as such, 
frie ‘where it might be in doubt, 
| largely based on market action. 
8 to! Some of these movements, as the 
yang table shows, have been quite dras- 
ar in| tic either way. 


_ Thus in the “peace” group, we 
note American Cyanamid drop- 
ion | ping from a pre-Korea high of 
you} about 76 to a low of 5534, only to 
occ! recover subsequently to 67. At 
rsona! recent price of 6334, the stock is 
pa| still some 16% down from the 
| pro| pre-Korea level, however. 
American Gas & Electric, de- 
1 Ohi! spite the quality of the stock, 
Jun} dropped from 525% to 4334 and 
orpo-| now has recovered to 47—a net 
,789,| decline of over 10%. More drastic 
1 the) was the impact on Commercial 
t wa’ Credit, before the Korean war an 
com outstanding market favorite that 
1 $1. had risen from a low of 45 to a 
n the’ high of over 67. Just before the 
1949) “Korean break”, the stock stood 
mmon gat 63%. It subsequently tumbled 
"to 4514 and is now back at 49 
e sec) after temporarily touching 52. At 
wedi recent price, in short, the stock 
esults) still showed a loss of nearly 22%. 
whely In the building field, for rea- 
met! sons previously discussed, we find 
larg) substantial net percentage losses 
ter of “in such issues as Johns-Manville, 
) ani Flintkote, Ruberoid and U. S. 
or Th! Gypsum, all doing quite well be- 
ore Korea. Continental Can 
"shows a net loss of over 18% re- 
cost! lecting fear of reduced steel sup- 
epart: ply for metal containers. Merck & 
at the “Co., an outstanding growth stock 
move} in the pharmaceutical field, is 
ice in} down 13% on apprehension over 
matt) Severe EPT impacts on future 
Tearnings. Phileo in line with 
log 0 “Shares of other television manu- 
han $!| “Facturers took a severe spill And 
of th! Is now 17% below  pre-Korea 
f Jun! levels, 
his i} — By way of contrast, and illus- 
ceive: trating the change in thinking in 
; Pipe regard to certain stock groups, 
‘e thal General Motors after dropring 
‘ooper’ from 9614 to 7614 is now back to 
onnet 70%, a net decline of less than 
of a! 6%. United Fruit fell from 641, 
yplyint “to 5014, but has now recovered to 
mn ses 6354 as of recent date. Colgate- 


oe Falmolive-Peet also made a good 
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recovery and is virtually back at 
pre-Korea levels. 

Now let’s look at the list of 
“war” stocks. There is no doubt 
about the future status of some 
of these, such as the aircrafts, 
now being deluged with mil tary 
orders, and their price movement 
has been reflecting this in no un- 
certain manner: Their decline 
during the Korean break was 
largely nominal and their subse- 
quent rise during the recovery 
move was pronounced. 

Thus Boeing Airplane receded 
from 27% to 2614, when the rest 
of the market broke sharply, and 
thereafter advanced to 38 for a 
net gain of over 35%. Grumman 
Aircraft after dropping two points 
rose 21%; Lockheed and United 
Aircraft after nominal price re- 
cessions advanced about 14%. 

In the Railroad Equipment 
field, American Car & Foundry 
reflected its improved outlook by 
a nominal decline (from an al- 
ready low level) during the 
Korean break and a net advance 
of 28% during the subsequent re- 
covery move. Another good per- 
former was American Woolen 
which dropped from 26 to 23 dur- 
ing the market break and there- 
after rose to about 35 for a net 
gain of 32% on the prospect of 
substantial military orders and a 
good rebound in earnings which 
ultimately should permit resump- 
tion of dividends. 

As our table shows, shares of 
such companies as Aluminum Co. 
of America, Bendix Aviation, 
Bethlehem Steel, Industrial Ray- 
on, International Nickel, U. S. 
Steel, Western Union and West- 
inghouse Airbrake are all selling 
higher than just before the Korean 
break, reflecting favorable market 
appraisal of their business and 
earning power under prospective 
conditions. 

The pattern of selectivity thus 
far established is naturally sub- 
ject to continuous revisions as ex- 
isting uncertainties are clarified 
and future prospects and earning 
power can be evaluated more ac- 
curately. Because of that, and re- 
gardless of what the “Averages” 
may do, a great many cross cur- 
rents are bound to show up, par- 
ticularly as the extent of en- 
croachment of war business or 
restrictions on normal production 
appears in sharper outline, and 
tax impacts can be better ap- 
praised following determination 
of exact rates and other terms of 
application. Until such time, the 





market necessarily must continue 
to grope. 

It cannot be far wrong, how- 
ever, in its optimistic view on the 
outlook for such groups as the 
rails, non-ferrous metals, parer, 
tires and rubber, and the com- 
munications industry, to mention 
just a few. Nor can there be much 
doubt that aircraft manufactur- 
ers, despite higher taxes and re- 
negotiation, should do consider- 
ably better than in the past on 
volume prospects alone. It is no 
accident that the groups men- 
tioned are among those showing 
the widest advances for the year 
to-date, with aircrafts 47% 
higher, tires and rubber up 39%, 
metals 30% to 35%; communi- 
cations, paper, the rails and the 
steel group up 30% to 32%. 

On the other hand, finance com- 
panies as a group are down 20%; 
the construction group is off 10% 
and Gold Mining 27%. Paradoxi- 
cally, among this publication’s 46 
group indices, that of the radio 
and television group still shows 
the widest gain — 49% — for the 
year to-date despite severe market 
pressure since the outbreak of tre 
Korean war on the prospect of 
declining television sales and large 
scale military orders at relatively 
scant profit margins. The reason 
for this lies in the group’s extra- 
ordinary advance prior to the 
Korean incident — whitt'ed down 
since then but far from eliminated. 





Interpreting Significance of 
New Foreign Developments 





(Continued from page 668) 
economy should be beneficial if, 
as in Mexico, they are accom- 
panied by proper deflationary 
measures, especially by the reduc- 
tion of the Government budget 
deficit. The new rate, which is 
realistic enough, should in com- 
bination with the rise of prices 
encourage the production of Ar- 
gentine export commodities. In 
recent years their export sur- 
pluses have been declining, partly 
because of drought and expanding 
dcmestic consumption, and partly 
because the arbitrary Government 
price regulations and rapidly ris- 
ing production costs have dis- 
couraged the Argentine farmer. 
The recent commodity boom 
caught Argentina, once the lead- 
ing food surplus producer of the 
world, with literally nothing to 
sell except some linseed. 

(Please turn to page 694) 
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Only STEEL can do so many Jobs 


HOW TO SEAT 82,470 PEOPLE. These spectators at the 1950 Sugar Bowl Game at Tulane University 


watched the contest from stands fabricated and erected by United States Steel. 


If you want to entertain 


a hundred thousand guests or so, let us know now—and U. S. Steel can build you a stadium, too. 


HELP A HOBBYIST. Ever happen to take a look at your home 
workshop where you spend so many happy hours, and 
imagine what it would be like without steel? Without all 
those hand tools, those machine tools, those nails, screws, 
rivets, vises, even the electric wires that bring you your 
light? Without steel, it wouldn’t be much of a workshop 
for an enthusiastic hobbyist, would it? 


DISPOSABLE ‘‘TIN’‘ CASSEROLES. Now, at some restaurants, you 
can buy individual chicken pies (lamb pies and beefsteak 
pies, too) in their own little “‘tin’”’ casseroles for easy heat- 
ing and eating at home. Once the meal is over . throw 
away the pie pans if you want to! This is still another way 
that ‘“‘tin’’ pans, which are really made of steel, are making 
things easier and safer for millions of us every day. 


UNITED STATES STEEL CORPORATION of DELAWARE, 436 Seventh Ave., Pittsburgh 30, Pa. AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONEFS 


PMAVISION « 
NATIONAL TUBE COMPANY « OIL WELL SUPPLY COMPANY e TENNESSEE COAL, IRON & RAILROAD COMPANY © UNION SUPPLY COMPANY © UNITED STATES STEEL &” on 


MPANY 


692 THE MAGAZINE OF WALL oh 





ILLIONS OF BUBBLES are trapped in this 
teel-reinforced concrete bridge on the 
“mew Penn-Lincoln Parkway. For it’s 
"made of Atlas Duraplastic, the cement 
that creates microscopic air cells in con- 
rete to make it more weather resistant, 
more durable. Ten years of successful use 
Histinguish this revolutionary cement, 
Heveloped by Universal Atlas Cement 
ompany, a subsidiary of United States 
Steel, to help build a better America. 


MAKE TELEVISION CHEAPER. Spun out of stainless steel, the cone of the newest 
type of glass-and-metal television tube costs much less than before, has helped 
bring down the price of television sets. This new, lower-cost grade of stainless 
steel, called “U-S:S 17-TV”’ is just one of the many kinds of U°S°S Stainless 
Steel produced by the plants of United States Steel to do scores of important 
jobs in scores of industries. 


TRADE MARK 


Listen to... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 


c 5 T E E L National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


, ; ; 
"ty — os +. and this label is your guide to quality steel 


UNITED STATES STEEL 
Helping to Bild a Better Cra 


— * CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY « CONSOLIDATED WESTERN STEEL CORPORATION * GERRARD STEEL STRAPPING COMPANY 
eMPANY © UNITED STATES STEEL PRODUCTS COMPANY « UNITED STATES STEEL SUPPLY COMPANY * UNIVERSAL ATLAS CEMENT COMPANY » VIRGINIA BRIDGE COMPANY 
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Mining and Manufacturing 
Phosphate ¢ Potash « Fertilizer ¢ Chemicals 
* 

Dividends were declared by the 
Board of Directors on 
September 7, 1950, as follows: 
4% Cumulative Preferred Stock 
34th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Eighty Cents (80c) per share. 


Both dividends are payable September 29, 
1950, to stockholders of record at the 
close of business September 18, 1950 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Dr., Chicago 6 








BENEFICIAL 


INDUSTRIAL LOAN 
CORPORATION 


DIVIDEND NOTICE 


& Dividends have been declared by 
& the Board of Directors as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81% per share 


(for quarterly period ending 
September 30, 1950) 


COMMON STOCK 
Quarterly Dividend of $.37'12 
per share and in addition 
an Extra Dividend of 
$.12’2 per share 
The dividends are payable Sep- 
tember 30, 1950 to stockholders 
of record at close of business 

September 15, 1950. 


PHILIP KAPINAS 
Treasurer 


& September 1, 1950 


OVER —_ INU. S. 
475 OFFICES Max.| AND CANADA 





LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
September 6, 195 
S) The Board of Directors has declared 
a quarterly dividend of 37%c per 
share on the outstanding Common 
X! Stock of the Company, payable on 
September 30, 1950, to stockholders of record at 
the close of business on September 15, 1950 

Checks will be mailed. 

CHARLES C. MOSKOWITZ 
Vice Pres. & Treasurer 


~ 

















The decision to put the peso on 
a realistic basis is taken by many 
observers to mean that Argentina 
is drifting away from her own 
native brand of economic totali- 
tarianism toward economic ortho- 
doxy. They point out that the 
handling of foreign trade is be- 
ing returned to private entre- 
preneurs, and that the advisers 
around President Peron urge the 
ditching of the ephemeral indus- 
trialization plan in favor of con- 
centration on rebuilding agricul- 
ture and the livestock industry, 
the principal earners of foreign 
exchange. 

Argentina also shows a greater 
willingness to cooperate with the 
Western World; she has declared 
herself ready to negotiate with us 
an agreement on double taxation, 
has lifted the embargo on U. S. 
films, and promised to be less ar- 
bitrary with certain U. S. firms 
and industries. The blackout on 
trade data and other information 
was also lifted. 

On the other hand, discussion 
in regard to the final use of the 
Export-Import Bank credit of 
$125 million is not any further 
along than it was three months 
ago. The Argentinos still insist on 
the bulk of the funds being used 
for financing the purchase of 
much-needed farm machinery 
(now more than ever), while the 
American negotiators would like 
to see the loan money used for 
paying off Argentina’s financial 
and commercial arrears. 





Will Boom in Textiles 
Continue? 





(Continued from page 677) 


Conditions in woolen and 
worsted goods, although more sat- 
isfactory than a year ago, still 
leave much to be desired. Civilian 
demand has expanded consider- 
ably less than in rayon and cotton 
goods, while military require- 
ments have not yet overburdened 
the industry. Profit margins have 
been hampered by rising raw wool 
prices which have encountered 
consumer resistance. Competition 
from synthetic fibres has made 
difficult the competitive position 
of woolen goods manufacturers. 

Threat of a scarcity of goods 
induced by Government orders re- 
cently spurred orders from cloth- 
ing manufacturers. Price advances 
enabled mills to offset rising raw 
materials costs to some extent 
with the result that the outlook for 
the last six months of the year is 


‘look forward to large militay 
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more assuring than for the eg. bi fe 
lier period. Hence, some improve}; a 
ment is in prospect over the inter} 
mediate future, but if prosperity 
is to continue, the industry muy 








consumption and to maintenan: 
of civilian demand. The possibility | 
of strong competition from rayo, 
and orlon remains as a threat tj} ‘°° 
growth in the longer term futur. 
Rayon has made remarkabk} of 
strides in summer suitings jp 5 be 
men’s wear, for example, and stil/__ ta 
greater progress in this direction} as 
seems likely as the cost of wod] of 
continues to soar. co 






Longer Term Outlook 


Although Korean hostilitie} 19 
have proved a boon for cotton} we 
goods, this development also haf wh 
afforded a reason for apprehen| ou: 
sion over the longer term future 
The threat of Communist aggre} am 
sion has raised the question of 4 firs 
possible strengthening of thf cory 
Japanese economic position. Af per 
logical method would be to stimu} for 
late the Japanese industry througi! sh 
encouragement of exports to thi} of 
country. Already textile manu} §2, 
facturers have noted indication’ for 
of such a trend. Customs recort} ex; 
disclose that imports of Japanes! mel 
cotton shirts in the first half of th sha 
year approximated $431,000 ata) aga 
average price of about $1.17% last 
dozen, Imports in June, according yea 
to Government records, average p 
about $1 a dozen, suggesting tha... 
textile products made in Japa go | 
may be imported in the Unite) j94 
States at prices far below the cos) an 
of domestic manufacture. pers 

If it should seem desirable tos), 
Washington to encourage rehabil — Jyy, 
tation of Japan’s textile industry \yit) 
as an aspect of bolstering our Fa jut 
Eastern defenses, it may be re new 
soned that foreign competition fv — .))), 
Latin American markets as wl sp 
as for other overseas outlets loom 4, 
as a factor in curtailing America! joy 
textile exports. While this de “fag 
velopment is unimportant a8! ip, 
near term market influence, it dio, 
serves consideration in apprait apy, 
ing the longer range outlook fo; va 
securities in this industry. able 

Another sobering developmel!’ now 
is the prospect of higher wat garg 
costs. Although larger mills et they 
ploying CIO union labor are 0! scan, 
compelled by terms of their Cl nati, 
tract to reconsider wage rates {0 ceggi 
another six months, pressure ! fore, 
being brought to bear to obtal mis 

“voluntary” increases. In view" ‘4 hig 
the boom being experienced ! ‘time 
many lines, some producers mé 
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4 quarter deliveries. If so, profits in 
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feel inclined to make concessions 


no further boost would be re- 


erihf) quired when the time comes for 
‘) formal reopening of contracts. 


Such higher costs probably could 


the last three months may show 
some moderate recessions. 


Turning to a brief consideration 
of current earnings trends, it may 
be observed that many represen- 


of this year as in all of 1949. Ac- 
cordingly, managements may be 
expected to adopt a generous divi- 
dend policy on the theory that 
1950 distributions may be more 
welcome than payments next year 


’ when tax burdens are more oner- 


ous. 

American Viscose, as an ex- 
ample, reported net profit for the 
first six months of $7.50 a share, 
compared with $3.47 in the same 
period last year and with $9.33 
for all of 1949. Industrial Rayon 
showed earnings for the first half 
of $4.07 a share, compared with 
$2.25 a year ago and with $6.01 
for all of 1949. Similarly Celanese 
experienced substantial improve- 
ment with net profit of $3.61 a 
share in the first six months, 
against 84 cents in the same period 
last year and $3.19 for all of last 
vear. 

Pacific Mills raised first half 
earnings to $4.02 a share from 
$2.10 in the first six months of 
1949. For all of last year earnings 
amounted to $4.16 a share. Pep- 
perell Manufacturing reported 
earnings for the fiscal year ended 
June 30 of $9.10 a share compared 
with $11.30 in the previous year, 
but results for the first half of the 
new fiscal year show promise of 
substantial gains. 

These samples give an idea of 
What may be expected in coming 
months as a background for a 
“teast-or-famine” industry. How 
liberally such earning power 
should be appraised under current 
abnormal conditions is a question. 
It may be argued with consider- 
able logic that exceptional profits 
now being realized should be re- 
garded as “non-recurring” since 
they are based so extensively on 
scare buying. Nevertheless, if the 
nation is to be faced with the ne- 
cessity of expanding its military 
forces to a war footing, textile 
mills would be in line to experience 
4 high rate of activity for some 


‘time to come. 
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HUNDREDS OF THOUSANDS OF SMOKERS, 
who tried this test, report in signed state- 
_ ments that PHILIP MORRIS IS DEFINITELY 
| LESS IRRITATING, DEFINITELY MILDER! 





é ... light up a 2 ... light up your 
PHILIP MORRIS present brand 


THEN, just take a puff—DON'T Do exactly the same thing— 





INHALE — and s-l-o-w-l-y let the DON’T INHALE. Notice that bite, 
smoke come through your nose. that sting? Quite a difference 
Easy, isn’t it? And NOW... from PHILIP MORRIS! 


Try this simple test. We believe that you, too, will agree... 
PHILIP MORRIS is, indeed, America’s FINEST Cigarette! 












O CIGARETTE 
HANGOVER 


means MORE SMOKING PLEASURE! 


<?  DHILIPMORRIS 


695 





Terry rT 


TTT TT TTT 


PTT TTT TT 


eT eT TT TTT? YT tT Taer dy) tt tt 








CANDIDATES 


For Stock Splits 
or LARGE STOCK DIVIDENDS 


TOCK SPLITS often foreshadow a rise 
in market value as well as a dividend 
increase. Purchase of likely candidates for 
splits in advance of public announcement 
can prove highly profitable. You have seen 
this happen in the case of General Motors, 
Allied Chemical and Libbey-Owens-Ford. 
Similar action by other companies that 
are experiencing exceptional prosperity or 
vigorous growth is to be expected. 
UNITED’S Research Staff has 
prepared a list of 25 stocks which 
seem to be likely candidates 
for future splits or large stock 
dividends. Some or all of the 
following qualities are present: 
earnings are large, big reinvest- 
ments have been made, a dividend 








increase can beafforded,or growth ~ 


has been outstanding. 
Yours with Month’s Trial 


This Special Report and weekly 
UNITED Investment Service sent 1 
for one month to new readers for 


Send $1 for Report MW-63 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ yr Boston 16, Mass. 

















MANY STOCKS HAVE GONE THROUGH 
THE 1946 HIGHS 
Will This Move Continue or is 
a Break Imminent? 
To Protect Your Profits 
You Need These 


964 CHARTS 


in the New September Issue of 


GRAPHIC STOCKS 


The most comprehensive book of Stock 
Charts ever published . . . Shows 


e Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e@ Monthly Volume of Shares Traded 


of virtually every stock actively traded 
on the N. Y. Stock and Curb Exchanges 
for nearly 12 years to September 1, 1950. 
ALSO-—42 Group Averages printed on 
transparent paper, and the Dow-Jones 
Averages from 1926. 

GRAPHIC STOCKS thus enables you to 
make quick and profitable decisions with- 
out having to plow through heavy statis- 
tical books. 

This Spiral Bound book, 81% x 11 inches, 
is just off the press. 

SEND YOUR ORDER TODAY 
for prompt delivery. 


_._e_ IEN ERE Rais. $10.00 
Yearly (6 Revised Issues)................ 50.00 
1924-1935 Special Edition................ $15.00 
1924 to Sept. ‘50 (3 books).............. 25.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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Minnesota | 
Mining & Mfg. 





(Continued from page 671) 


carry “3 M” promotional adver- 
tisements and in 33 metropolitan 
centers, spot radio and television 
programs are broadcast. All of 
these activities bespeak aggressive 
sales policies. 

The number of common shares, 
at present outstanding in the 
amount of close to two million, has 
remained virtually unchanged 
since 1929, when the shares were 
split 2 for 1. Dividends on these 
equities have been paid without 
interruption since 1923 at least, 
thus imparting the stock consider- 
able investment quality although 
the business is not insensitive to 
cyclical changes. 

During the last war, conserva- 
tive policies reduced annual divi- 
dends to about 70 cents a share for 
the 1942-45 period, but the up- 
trend since then has been con- 
sistent and quite substantial. In 
the first two quarters of 1950, 70 
cents a share was paid each time 
and 80 cents was distributed in 
September. In relation to current 
earnings, or to the 1946-49 aver- 
age of around $6 per share, how- 
ever, dividends have been ultra- 
conservative and logically may be 
increased before long. The com- 
pany’s strong financial status 
alone, apart from current peak 
earnings, should warrant more 
liberal treatment of stockholders. 

Market action of the common 
stock in the current year amply 
confirms the general expectation 
that improved dividends are ex- 
pected, a hope that has been real- 
ized every vear in postwar. B>- 
cause of this and the company’s 
growth potentials, new highs for 
the stock have been established in 
every year since 1943, and the 
low for each of the past eight 
years has also consistently risen. 
In the active market prior to 
Korea, speculative enthusiasm 
pushed the price to an all-time 
peak of 12814 from an earlier low 
of 94, amply discounting the com- 
pany’s bright prospects. At this 
and the recent level of 107, the 
stock seems a likely candidate for 
a stock split, with expected im- 
provement in dividend payments 
to follow. 

However, to vield as much as 
5% at the current price, the an- 
nual rate would have to be about 
$5.30 per share. Assuming no 


more than a $3 dividend this year, 
the yield of less than 3% would 
imply a heavy premium for 
“growth” and hold little attrac. 
tion from an income standpoint 
alone. However, with earning; 
pointing to better than $10 , 
share, a $5 dividend would not 
seem an unreasonable expecta. 
tion though there can of course be 
no assurance that this will ma- 
terialize. 





Outlook For Paper Stocks 
Under Accelerated Demand 





(Continued from page 678) 
Customers generally are assurei 
of deliveries no sooner than ten 
weeks and often as late as three 
months. For this reason, the sur. 
mise that business in the final 
quarter will continue unusually 
active gains strong support. In 
view of a theoretical small over. 
capacity for production of some 
paper items, particularly boards 
and containers, and the probabil- 
ity that scare buying will subside, 
Washington officials are said to 
see little need for applying any 


. kind of economic controls over the 


paper industry in the near term, 
although voluntary allocations 
may be necessary by a number of 
paper manufacturers. 

A domestic production of news- 
print at about 90,000 tons in June 
set a new high for any postwar 
month but a total output of ap 
proximately three million tons i! 
the first six months by all North 
American mills, including Canada, 
varied only slightly from the fig- 
ure established a year earlier. 
With newspaper circulation an 
advertising at record highs in the 
current year, accordingly, short: 
ages of newsprint have come t 
the fore. Although producers have 
held the price line consistently « 
$100 per ton, publishers in some 
directions are said to being pay: 
ing heavy premiums in the gre! 
market to secure adequate sup 
plies. At the end of June, stock 
held by publishers were sufficiet! 
only for 30 day requirements. 

Among higher prices estab 
lished for paper products sinc 
midyear were those of white all 
other printing papers. Backlo! 
orders in this division have steat 
ily mounted to a point whet 
capacity production is  assurt 
throughout the remaining fot! 
months of the current year. Thi’ 
far the amount of Governmell 
orders received under the defen* 
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program has been negligible, but 
before long they will likely be- 
come more substantial. Mean- 
while, well situated manufac- 
turers of all printing papers are 
having things pretty much their 
own way as to prices and delivery 
dates. The fully integrated con- 
cerns are Widening their margins 
despite recent advances in wage 
costs and heavy transportation 
expenses, and their earnings in 
the second half year should 
broadly extend gains achieved in 
the first six months. 

Producers of kraft paper, the 
strong brown material used for 
wrapping and in both light and 
heavy duty bags, are experiencing 
unusual prosperity in the current 
year, with no signs of an ap- 
proaching let-up in demand. Cur- 
rent shortages in the kraft divi- 
sion are probably more acute than 
in any other branch of the paper 
industry. Price firmness for kraft 
paper and most products made 
from this material, such as multi- 
wall bags, has been notable and 
further advances have been posted 
recently for late fall deliveries. 
Demand promises to continue on 
a scale that assures no immediate 
weakening in the price structure. 
Among several concerns presently 
benefitting from high level pro- 
duction of kraft is International 
Paper Company, whose large and 
modern mills in the South are ad- 
jacent to prolific yellow pine 
forests, thus permitting excellent 
cost controls in a period when 
satisfactory prices can easily be 
maintained. Margins on the com- 
pany’s large output of multi-wall 
bags and cartons derived from 
kraft should continue to be un- 
usually ample. 

Manufacturers of paperboard 
and containers are having a very 
good year, especially as compari- 
sons with 1949 are from a reces- 
Sive base. Earnings since the end 
of the first quarter have generally 
headed upward, and the tren? will 
likely continue with little or no 
diminuation until the end of the 
year. Special containers for mili- 
tary products, that should enter 
the picture on a progressive scale, 
will tend to expand already heavy 
demand stemming from civilian 
Sources. Higher wage and mate- 
rial costs, while normally adverse 
to earnings potentials of non-in- 
tegrated container manufacturers, 
are currently more than offset by 


advanced prices for the finished 
products. 


High level national income, 


SEPTEMBER 23, 1950 
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THE ELECTRIC STORAGE BATTERY COMPANY 
Exide 


BATTERIES 





cf the Company a dividend of 


of record at the close of business 
on September 19, 1950. Checks 


The Directors have declared 
from the Accumulated Surplus 


fifty cents ($.50) per share on the 
Stock, payable Sep- 
tember 30, 1950, to stockholders 


Common 


will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 


Philadelphia 32, September 8, 1950 

















lar quarterly dividend of 50c 


share on the 


August 31, 1950 








Beatrice Foods Co. 


DIVIDEND NOTICE 


The directors have declared a regu- 
a 
$12.50 par value 


Common Capital Stock payable Oc- 
tober 2, 1950 to shareholders of 
record September 14, 1950. 


C. H. Haskell, President 

















ecmbined with unusual industrial 
activity, have tended to swell sales 
of paper cups and dishes. By de- 
veloping numerous new and im- 
proved products, the sales horizon 
of manufacturers in this highly 
specialized group has been greatly 
broadened, and under current con- 
ditions their earnings have im- 
pressively improved, to judge 
from the 1950 experience of the 
two leading firms, Lily Tulip Cup 
and Dixie Cup. Because of the 
broad trend by housewives and 
industrial concerns to minimize 
dish washing efforts, and progres- 
sive improvements in the design 
and construction. of paper prod- 
ucts for table and beverage uses, 
the growth potentials of special- 
ists in this field have been far 
from exhausted. 

Since the outlook for the paper 
industry seems highly encourag- 
ing under either war or peace, 
equities in the group have strongly 
reflected this advantage pricewise 
compared with most industrials. 
Total dividends paid by a number 










ROME CABLE 
Sa Cotsctation, 
ME - NEW YORK 





S 


& (fl 
) RO 
24 may) ROME - NEW YORK ) 


DIVIDEND NOTICE 





The Board of Directors of Rome 
Cable Corporation has declared 
Dividend No. 17 for 30 cents pet 
share on the 4% Cumulative Con- 
vertible Preferred Stock of the 
Corporation, payable October 2 
1950, to holders of record at the 
close of business on September 14. 


1950. 

The Directors also declared con- 
secutive Dividend No. 46 for 20 
cents per share, on the Commor 
Capital Stock of the Corporation 
payable September 29, 1950, te 
holders of record at the close of 
business on September 14, 1950 

Joun H. Dvyetrt, Secretary 
Rome, N. Y., September 6, 1950 











of leading paper manufacturers in 
1950 should be substantially above 
1949, and where quarterly pay- 
ments have recently been in- 
creased the new rates probably 
will prove stable. Selection of 
shares, though, should be largely 
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Southern California 
Edison Company | 


DIVIDENDS 


COMMON DIVIDEND NO. 163 | 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 14 


4.56% CONVERTIBLE SERIES 

PREFERENCE STOCK 

DIVIDEND NO. 10 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the | 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series ; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

All three dividends are pay- 
able October 31, 1950, to stock- 
holders of record October 5, 
1950. Checks will be mailed 
from the Company's office in 
Los Angeles, October 31, 1950. 


P.C. HALE, Treasurer 





September 15, 1950 

















confined to strongly entrenched 
firms that have improved their 
cost controls by substantial mod- 
ernization and by this step have 
strengthened their competitive 
position if any recessionary pe- 
riod should arrive. While the 
stocks of nearly all the paper com- 
panies hold potentials for growth 
at this time we have marked cer- 
tain issues in the table as offering 
special appeal for growth (X) 
and income (W). 





How Dependable Are Recent 
Dividend Increases? 





(Continued from page 663) 


the quarterly dividend of Clark 
Equipment Company to 75 cents 
from previously 50 cents was 
fully justified. The business of 
this specialist in the manufacture 
of truck components and auto- 
matic lifting equipment has 
proved very profitable for 15 
years past. Net earnings in the 
boom year 1948 soared to a record 
high of $10.24 per share on a 
rather snug capitalization, and 
despite a sharp decline in volume 
last year, a net of $4.87 per share 
was reported. In the first quarter 
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of 1950, earnings continued in a 
downtrend but the recovery in the 
second quarter was substantial and 
evidently has extended fast in the 
third quarter. Last month’s in- 
coming orders were nearly double 
the amount a few months before. 
Net per share of $3.51 for the first 
six months, of which $2.35 was 
earned in the June quarter, cov- 
ered $1 per share dividends paid 
in the first half by such a wide 
margin that the boost to 75 cents 
would seem conservative. 

As to the future impact of 
higher taxes, especially EPT, it is 
significant that during the war 
years in 1942-43, despite Federal 
taxes averaging $14 million an- 
nually, the company earned better 
than $9 a share in each period on 
all-time record sales of more than 
$77 million. As Clark Equipment 
will likely again benefit from war 
orders and EPT rates, at least in- 
itially, are likely lower than dur- 
ing the last war, there is little to 
suggest that the advanced divi- 
dend rate was anything but well 
advised. 





Answers to Inquiries 





(Continued from page 690) 

by the expansion in the transpor- 
tation and use of natural gas. Last 
year, it said, the gas industry 
spent about $1 billion for new 
facilities, and capital expendi- 
tures on a large scale are forecast 
for at least another two or three 
years. 





New Wage Price Spiral 
in the Making? 





(Continued from page 660) 
conditions. Any such tendency 
could be intensified by successful 
liquidation of the Korean war. In 
that event, while there would be 
no cutback in the overall defense 
program, there might well be 
greater orderliness in carrying it 
out. In turn, this should promote 
greater price stability, less scare 
buying, and generally put a brake 
on inflationary tendencies with 
resultant greater stability in 
management-labor relationships. 

The combined impact of de- 
clining wholesale prices, a let-up 
in consumer demand and perhaps 
a moderate time lag in the bulk 
of defense orders may not pre- 
vent the need for some cutbacks 
in civilian production, but it 
could measurably ease the pres- 
sures which otherwise might 
readily lead to a sixth round. 








Market Reappraising 
Changing Economy 





(Continued from page 655) 


as usual’. A high long-term level 
of economic activity is guaran. 
teed; but, until the arms program 
gets rolling, interim fluctuation 
in business is not out of the ques. 
tion. Thus, there are some signs 
that the buying rush in automo. 
biles has begun to peter out, with 
some popular makes available on 
a fairly short delivery basis. 
Despite current inflation senti- 
ment, there is no reason to think 
that this has become a one-way 
market, immune to periodic un- 
settlement, especially from sur- 
prising news. Readers following 
our previous advices have about 
three times more of their funds 
in common stocks than in re. 
serves available for buying more 
stocks. The foreseeable prospect 
appears to justify keeping that 
much in stocks; but the uncer. 
tainties argue against employing 
more of reserve funds at present. 
—Monday, September 18. 





As | See It! 





(Continued from page 653) 


than determination .to resist it. 

The problem of German rearnm- 
ament certainly contains many 
delicate aspects but these will 
have to be resolved if the concept 
of Atlantic defense is to have any 
meaning. To-date it’s strictly a 
paper defense, to the Russians 
mere blueprints that may never 
be effectively implemented. The 
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rearming of Western Germany 
would be a concrete step that may 
have a more profound effect on 
Soviet thinking and strategy that 
anything that might happen in, 
the Far East. It could be the very 
leverage that may force an ove!- 
all agreement on world problems 
between East and West. 





For Profit and Income 





(Continued from page 681) 
on a.capital gains basis. So far as 
concerns net income, a tax-exempl 
bond is far better. In the middle 
and lower brackets, higher taxes 
should stimulate a search for 
higher gross yields. Often, a judi 
cious switch can result in increas 
ing the yield with little or no sat: 
rifice of quality. 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1. When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 


action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 








given which you can apply to 
your independent holdings and 


ENROLL NOW .. 


to our recommendations. In- 
cluded . . . with graphs . 
are Dow Theory Interpreta- Join our Service today 


trons of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator || 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


1951. It is important t 


we time our new pur 
individual stocks can s 


advance. 








2. Definite Advices on Intrin- 


Security Recommendations 


full advantage of our new selections of out- 
standing investment bargains under the war- 
| economy outlook for 1950—and looking to 


investment campaigns from their start—since 


centage rises on the initial phase of their 


Sound selection and timing key- 
note FORECAST SERVICE. 

.- For Our New 
4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire ... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 


to be ready to take 


© participate in our 


chases carefully and 
core substantial per- 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders. . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to October 23. Mail the 
coupon below today. 





Mail Coupon 





FREE SERVICE TO OCTOBER 23, 1950 








Joday.! 
Special Offer 


MONTHS’ 
6 SERVICE $60 one year in U. S. and Canada. 
MONTHS! —a—— 
l SERVICE $100 Name 


Complete service will start at 
once but date from October 23. 
Subscriptions to The Forecast 
are deductible for tax purposes. 


Address.................... 


| 
| 
| 
| 
| 
| 
Air Mail: () $1.00 six m 
| 
| 
| 
| 
| 
| 
! 


SEPTEMBER 23, 1950 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
(Service to start at once but date from October 23, 1950) 


Your subscription shall not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


onths; [] $2.00 0) Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 


pand or contract my position. 


months; 


State....... DO al Os pi Dent 
List up to 12 of your securities for our 
initial analytical and advisory report. 
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Cumulative Index to Volume 86 





Pages 1 to 60, inclusive, April 8, 1950 
Pages 61 to 124, inclusive, April 22, 1950 
Pages 125 to 180. inclusive. May 6, 1950 
Pages 181 to 236. inclusive, May 20, 1950 
A 
Aircrafts?, New Potentials in 30 
Aircraft Orders?, What Profit Po- 
tentials in Big apes 
Airlines, Another Look at the 211 
American Cyanamid, Investment 
Ale Riba ee pee tins yahnea 417 
Anti-Trust Policy, Paradoxes in 
Our 362 
Automobile Companies Looking to 
Tomorrow 573 
B 
Banks at Mid-Year 466 
Bond Market Faring These Days?, 
How is the 324 
Boom, How the Government Plans 
to Perpetuate the .. 244 
Britain Straddles 79 
Budget, Another Look at the 411 
Building Boom Come to a Halt?, 
How Soon Will the 519 
Cc 
Chemicals, A Study of Company 
Diversification 86 
Companies, 4 Selected 146 
Companies, Five Paying Progres- 
sively Higher Dividends 420 
Companies Reporting Higher Net 
on Lower Sales 202 
Companies That Could Pay Higher 
Dividends .... 359 
Containers, The Battle of the | 322 
Coppers Under Improved Outlook, 
Reappraising the .. 375 
Corporate Cash Resources, Status 
of 607 
Corporate Cash Resources?, What 
Price ees bs: 
Corporate Profit Margins, Trends 
in 71 
D 
Dividend Increases, Recent, How 
Dependable? 661-266 
Drug Companies, Investment Re- 
search in A 
Durables, New Economic Role of 
Consumer , 250 
E 


East-West Crisis, Danger Spots in 463 
Economic Barometer, Retail Trade 


As ; 93 
Economy, Under Limited War— 
Under All-Out War 452 
Electrical Equipments, Looking to 
1951 526 
F 
Farm Equipments, Status of 524 
Farm Policy, The Bankruptcy of 
Our BI 
First Quarter Reports, Marked 
Earnings Changes in 247 


First Quarter Reports, Trends in .. 138 

Food & Dairy Stocks, Outlook for 469 

Foreign Developments, Interpreting 
Significance of New 268-415-667 


G 
General Motors, A Study of In- 
trinsic Values cisjdieaecave SED 
Guns and Butter? Both ; 504 
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Pages 237 to 292, inclusive, June 3, 

Pages 293 to 348, inclusive, June 17, 

Pages 349 to 396, inclusive. July 1, 

Pages 397 to 444, inclusive. July 15, 

Pages 445 to 496, inclusive. July 29. 
{ 


Industries and Companies to Bene- 
fit From Defense Spending 

Inflation Inevitable?, Is sense 
1) RR See eal 

libations: Theo ‘Delsnas Spend- 
ing?, How Much 


J 


vapan, The waite 
Crisis in 


Economic 


K 


Korea, Its Impact on Foreign Trade 
Korea Speeds Europe’s Financial 
Adgustment .2.02.2.0005.000.0-- a 


L 
Liquors, mena Competition in 
the DRE ee ety ee ee 
Low-Priced Stocks Which Should 


Do Well Under Semi-War Con- 
ditions, Five 


M 


Machine Tool Industry, The Re- 
vitalized 


Meat Packers, New: Outlook dow. ae 


Metals Discounted Improved Earn- 
ings Outlook?, Have 


Minnesota Mining & anita 
ing Co., Investment Audit of .. 


Motor Accessories Under Mobilixa- 
tion, Outlook for 


Movies Outlook Continues Ghucure 


News Around the World, Political 
& Economic 
Non-Durables?, Boom reer >: 


fe) 


Office Equipments, Mixed Trends in 
Oils, Looking to 1951 
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Don't Freeze Your Investments 


-wbile mobilization changes their income and growth prospects 





eon 


» 

© ECURITIES which were well suited to your 
investment objectives a few months ago may now 
be. or may soon become, entirely unattractive for 
your needs. 


Under the new Defense Production Act, President 
Truman has been given powers to control wages and 
prices, establish rationing, allocations and priorities 
in relation to essential materials. Already credit curbs 
are being applied and further mobilization measures 
must be expected which may have direct impacts upon 
the quality and productiveness of your holdings. 


Competent Reappraisal Essential 


Today you cannot hold your investment portfolio 
indefinitely if you wish to build up your income to 
meet higher living costs and personal taxes— or if 
you wish to foster growth of your capital to estab- 
lish your retirement fund. 


Your holdings must be subjected to a constant, re- 
vealing study if results are to be successful. This 
is precisely the function of Investment Management 
Service—a function which the individual rarely has 
the time, training or facilities to perform himself, 
or with the limited assistance from ordinary sources. 


Act Now For Security and Profit 


Higher general corporate taxes will be levied shortly 
—and President Truman has asked for excess profits 
taxes ‘‘as soon as possible.” It will be important to 
cushion your account against these higher imposts 
by judicious adjustments to increase tax sheltered 
stocks in your portfolio. 


You have seen the uneven market performance of 
listed stocks in the months which have passed since 


the Reds invaded Korea. Frightened investors have 
tossed overboard some sound stocks which have since 
done well— uninformed investors have bought some 
alleged “‘war babies” which have proven to be un- 
satisfactory. There has been a decided change in stock 
leadership. 


No one can foresee future war developments. Yet, 
with capable investment counsel you can be informed 
promptly of the action to take on every issue in 
your account when events of decisive importance 
occur. 


You need not sit by while significant happenings im- 
pair the value of your issue, or while opportunities 
for income and profit pass you unrealized. 


Don’t Freeze Your Securities 


When you are in legal controversy you consult your 
lawyer. In matters of health you send for your 
physician. Yet so many investors, when puzzled by 
rapid and important investment changes, merely 
follow a “do nothing” policy—which usually proves 
costly. 


Investment Management Service can collect the 
facts and figures for you...it can interpret and 
apply them to your securities . . . it can supervise 
your invested funds with the same painstaking care 
which you would provide if you had the broad 
facilities, equipment and specialized experience of 
our organization. 


If you are worried about your capital and income, 
if you are not satisfied with your past investment 
progress—now is the time to do something construc- 
tive. As a first step, we invite you to take advantage 
of the special invitation below. 





pecial GevttiiBinn ... without obligation, we offer to send you a 
confidential, preliminary reviews of your portfolio if it exceeds $30,000 in value— 
commenting frankly on its possibilities for capital growth, its income factor and 
its diversification. Your least favorable issues will be specified, with reasons for 
selling. Merely send us your list of holdings and objectives in as complete detail as 


you care to give. 








INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 





THIS PICTURE SHOWS 

WAYS IN WHICH GM 
SERVES TRANSPORTATIQ 

WITH THRIFTY POWER 


GM's Allison Turbo-Prop and 
Turbo-Jet Engines 
— power new U. S. mi tary plan 
GM Diesel-Powered Ship 
— example of Diese! power on 
larger seagoing vessels, 
GM Diesel-Powered Fishing § 
— typical of the maritime workho 
run on Diesel! power, 


GM Diesel Coach 
— a familiar sight on city stree 
and highway 


GM Diesel Switching Locome 
— workhorse of the yards, 
GM Diesel Locomotive 
— for all services on American 
railroads. 


New Chevrolet Truck 
— 82 models, 9 wheelb 
for every hauling 
New Diesel-Powered GMC 
Truck-Tractor 
— lightest Diesel ever put to wo 
in heavy-duty trucking. 


Hear HENRY J. TAYLOR on the 
evening over the ABC Network 


Key to thrifty hauling 


In the transportation field, General Motors seeks to develop the right power for the purpose. 


Thus you will find trucks built for certain types of service benefiting by GM's 

betterment of gasoline engines, while in other trucks you will find the latest version of the 
GM two-cycle Diesel engine. 

GM Diesel power has also made its contribution to the railroads—to ships built for many 
duties—as well as to trucks and coaches. 

‘ven in the air, GM’s search for better power has produced, in addition to the Turbo-Jets, a 
new Turbo-Prop aircraft engine, with a record low weight-to-horsepower ratio. 


So the research, engineering and production skills which contribute value to passenger cars 
are likewise the key to steadily better motive power on the land, sea or in the air. 


MQRE AND BETTER THINGS FOR MORE PEOPLE 
The Key to a General Motors Car E N E RA ' C) ORS 
Your Key to Greater Value 


GM DIESEL « ELECTRO-MOTIVE « GMC TRUCK & COACH « ALLISON AIRCRAFT ENGINES « CHEVROLET « PONTIAC * OLDSMOBILE « BUICK « CADILLAC « BODY BY 








